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UMngeni Municipality 2016/2017 Draft Annual Budget and MTREF

Part 1 - Annual Budget

1.1 Mayor's Repoit

SPEECH BY THE MAYOR OF uMNGENI MUNICIPALITY

CLLR M.P. MYEN! PRESENTED TO THE MUNICIPAL COUNCIL THE 2016/2017, 2017/2018 AND
2018/2019 DRAFT ANNUAL BUDGET IN THE COUNCIL CHAMBERS, HOWICK,

ON WEDNESDAY 30 MARCH 2016

1.2 Council Resolutions

On 30 March 2016 the Council of UMngeni Municipality Local Municipality met in the Council
Chambers of uMngeni Municipality to consider the draft annual budget of the municipality for the
financial year 2016/17. The Council approved and adopted the following resolutions:

1.That in terms of section 24 of the Municipal Finance Management Act, 56 of 2003, the draft
annual budget of uMngeni Municipality for the financial year 2016/2017 and indicative
allocations for the two projected outer years 2017/2018 and 2018/2019, and the multi-year
and single year capital appropriations are approved as set out in the following tables:

1.1 Budgeted Financial Performance (revenue & expenditure by standard classification)
1.2 Budgeted Financial Performance (revenue and expenditure by municipal vote)
1.3 Budgeted Financial Performance (revenue by source and expenditure by type)

1.4 Single year capital appropriations by municipal vote and standard classification and
associated funding by source

2. That the financial position, cash flow, cash-backed reserve/accumulated surplus, asset
management and basic service delivery targets are adopted as set out in the following tables

2.1 Budgeted Financial Position

2.2 Budgeted Cash Flows

2.3 Cash backed reserves and accumulated surplus reconciliation
2.4 Asset Management

2.5 Basic service delivery measurement

March 2016 1



3. That in terms of section 24(2)(c)i) and (ii) of the Municipal Finance Management Act, 56 of
2003 and sections 74 and 75A of the Local Government; Municipal Systems Act, Act 32 of
2000 as amended, the draft tariffs for the supply of electricity, refuse removal and all other
tariffs as set out in Other Supporting Documents be approved.

4. That in terms of section 5 of the Municipal Property Rates Act, 6 of 2004, the draft rates
policy be approved

5. That in terms of section 24(2)(c)}{(v) of the Municipal Finance Management Act, 56 of 2003
the various draft budget-related policies be approved.

6. That in terms of section 14 of the Municipal Property Rates Act, 6 of 2004 the draft rate
randage and conditions as set out in Other Supporting Documents be approved.

7. That in terms of section 24(2)(c)(ii) of the Municipal Finance Management Act, 56 of 2003,
the measurable performance obiectives for draft capital and operating expenditure by vote for
each year of the medium term revenue and expenditure framework be approved.

8. That the Basic Services Package of Electricity and Refuse Removal as set out in the Draft
Tariff Policy be approved.

9. That the salaries, wages and allowances of all employees must be increased as per Salary
and Wage Collective Agreement.

10. Approved in accordance with the gazette on the Remuneration of Public Officer Bearers
Act: Determination of Upper Limits of Salaries, Allowances and Benefits of different members
of municipal councils published on 21 December 2015 by the Department of Cooperative
Governance,

1.3 Executive Summary

The application of sound financial management principles for the compilation of the Municipality’s
financial plan is essential and critical to ensure that the Municipality remains financially viable and
that municipal services are provided sustainable, economically and equitably to all communities.

The Municipality's business and service delivery priorities are reviewed as part of this year's
planning and budget process. Where appropriate, funds will be transferred from low- to high-
priority programmes so as to maintain sound financial stewardship. A critical review will be
undertaken of expenditures on non-core and ‘nice to have’ items. Key areas where savings can
be realized will be on telephone and internet usage, printing, workshops, travel, accommodation,
and catering.

The Municipality has embarked on implementing a range of revenue collection strategies to
optimize the collection of debt owed by consumers.

National Treasury’s MFMA Circulars No. 75 was used to guide the compilation of the 2016/17
MTREF.



The main challenges experienced during the compilation of the 2016/17 MTREF can be
summarised as follows:

. The ongoing difficulties in the naticnal and local economy;

. Aging and poorly maintained roads and elsctricity infrastructure;

. The need to reprioritise projects and expenditure within the existing resource envelope
given the cash flow realities and declining cash position of the municipality,

. The increased cost of bulk electricity (due to tariff increases from Eskom), which is placing

upward pressure on service tariffs to residents. Continuous high tariff increases are not
sustainable - as there will be point where services will no-longer be affordable;

. Wage increases for municipal staff thai coiitinue to exceed consumer inflation, as well as
the need to fill critical vacancies;
. Affordability of capital projects — original allocations had to be reduced to grant funded

projects and the operational expenditure associated with prior year's capital investments
needed to be factored into the budget as part of the 2016/17 MTREF process; and
. Availability of affordable capital/borrowing.

The following budget principles and guidelines directly informed the compilation of the 2016/17
MTREF:

. The 2016/2017 Adjustments Budget priorities and targets, as well as the base line
allocations contained in that Adjustments Budget were adopted as the upper limits for the
new baselines for the 2016/17 annual budget;

. Intermediate service level standards will be used to inform the measurable objectives,
targets and backlog eradication goals;
. Tariff and property rate increases should be affordable and should generally not exceed

inflation as measured by the CPI, except where there are price increases in the inputs of
services that are beyond the control of the municipality, for instance the cost of bulk
electricity. In addition, tariffs need to remain or move towards being cost reflective, and
should take into account the need to address infrastructure backlogs;

. There will be no budget allocated to national and provincial funded projects unless the
necessary grants to the municipality are reflected in the national and provincial budget and
have been gazetted as required by the annual Division of Revenue Act;

Fiscal constraints mean that transfers to municipalities will grow more slowly in the period ahead
than they have in the past. Accordingly, municipalities must renew their focus on core service
delivery functions and reduce costs without adversely affecting basic services. Furthermore they
must ensure that efficiency gains, eradication of non-priority spending (cost containment
measures and the reprioritisation of expenditure relating to core infrastructure continue to inform
the planning framework.

The state of the economy has an adverse effect on the consumers. As a result municipalities’
revenues and cash flows are expected to remain under pressure.

Review of local infrastructure grants
The coliaborative review of the local government infrastructure grant system led by the National

Treasury is still underway. The first phase of the review, completed in 2014, identified necessary
reforms that will be made in 2016/17:



¢ The rules in the municipal infrastructure will be amended to allow funds {o be used to
refurbish and replace infrastructure, but only if municipalities demonstrate that assefs have
been maintained on a regular basis. Maintenance must be budgeted for as part of the
normal business of municipalities.

In view of the aforementioned, the following table is a consolidated overview of the proposed
2016/17 Medium-term Revenue and Expenditure Framework:

Table 1 Consoclidated Overview of the 2016/17 MTREF

Adjustiment Budget | BudgetYear | BudgetYear| BudgetYear
Details 2015/2016 2016/2017 2017/2018 2018/2019
" |Total Operating Revenue 322,717,018 371,962,347 399,189,143 420,543,582
Total Operating Expenditure 322,449,062 369,445,404 389,411,478 409,745,326
Surplus/{deficit) for the year 267,956 2,516,943 9,777,665 10,728,256
Total Capital Expenditure 44,408,681 29,147,640] 32,764,448 33,785,695

Total operating revenue has increased by15,3 per cent or R 49,2 million for the 2016/2017
financial year when compared to the 2015/2016 Adjustments Budget. For the two outer years,
operational revenue will increase by R 27, 2 million and an increase by 21, 3 million respectively.

Total operating expenditure for the 2016/2017 financial year has been appropriated at R 369,4
million and translates into a budgeted surplus of R 2,5 million. When compared to the 2015/16
Adjustments Budget, operational expenditure has increased by R 46,9 thousand or 14,5 per cent
in the 2016/2017 budget and increased to 5,4 and increases to 5,2 per cent for each of the
respective outer years of the MTREF. The operating surplus for the two outer years is R 9,7 and
R10, 7 million respectively. These surpluses will be used to fund capital expenditure and to further
ensure cash backing of reserves and funds.

The capital budget of R29, 1 million for 2016/2017 is 52.3 per cent less when compared to the
2015/2016 Adjustment Budget. The decrease is due to the Provincial Grant Rollover that was for
Mandela Capture Site in the 2015/2016 Adjustments Budget. Capital projects funded through the
Municipal Infrastructure Grant and through the Capital Replacement Reserve are included in the
2016/2017 capital budget. Note that the Municipality has reached its prudential borrowing limits
and so there is very little scope to substantially increase these borrowing levels over the medium-
term.

1.4 Operating Revenue Framework

For uMngeni Municipality to continue improving the quality of services provided to its citizens it
needs to generate the required revenue. In these tough economic times strong revenue
management is fundamental to the financial sustainability of every municipality. The reality is that



we are faced with development backiogs and poverty. The expenditure required to address these
challenges will inevitably always exceed available funding; hence difficult choices have to be
made in relation to tariff increases and balancing expenditures against realistically anticipated

revenues.

The municipality's revenue strategy is built around the following key components:

. National Treasury's guidelines and macroeconomic policy;
. Growth in the Municipality and continued economic development;

Efficient revenue management, which aims to ensure 88per cent annual collection rate for
property rates and other key service charges, the collection rate for the outer years is 92
percent.

Electricity tariff increases as approved by the National Energy Regulator of South Africa
(NERSA);

Achievement of full cost recovery of specific user charges especially in relation to
electricity;

Determining the tariff escalation rate by establishing/calculating the revenue requirement
of each service;

The municipality's Property Rates Policy approved in terms of the Municipal Property
Rates Act, 2004 (Act 6 of 2004) (MPRA);

. Increase ability to extend new services and recover costs,
. The municipality’s Indigent Policy and rendering of free basic services; and
. Tariff policies of the Municipality.

The following table is a summary of the 2016/2017 MTREF (classified by main revenue source):

Table 2 Summary of revenue classified by main revenue source

KZN222 uMngeni - Tahle A4 Budgeted Financial Performance (revenue and expenditure)

Deseription Ref| 201243 | ooiana | 2veans Current Year 20155 2UEHT Medlum Term Reverue &
Expenditure Framework
R theusand y Audited Audited Audited Criginal Adjusted Full ¥ear Pre-audit | Budget Year | Budget Year | Budget Year
Qutcome Qutcome | Quicome Budget Budget Forecast cutcome 201617 + 2017118 1 +2 201819

Revenue By Source
Property rates 2 100,902 111,632 119,489 141,136 143,970 143,970 143,970 179,053 190,155 201,374
Property rates - penalies & ecllecfon charges 3868 5,037 ] 5,586 g243| - 5243 5,243 82430 6655 7,067 7,484
Service charges - eleckicily revenue 2 48,718 51,842 52,718 68,477 ' 427 ' 71,427 71,427 76,142 85,487 83,523
Service charges - water revenue 2 - - - - - - - - - -
Service charges - sanitation revenve 2 - - - - - - - - - -
Service charges - refuse revenue 2 7,809 4,619 5,048 511 51N £512 5,854 6,199
Service charges - other : ’ PR N I - - : ’
Rental of faciiies ang equipment ] B - 4 5 B4 673 COEL e TR Boe
Irterest earnad - extemal investments Y IS V' E N ¥/TH EENER | T8 N V1 F RO ¥ I X - F P
Intgrest eamed - outstanding debtors COABIB|L T ABESE 1836 48R 80| TR L 200
Dividends recsived BRI REERRTI s o I A RN
Fines U] - 2ede|. - 303 ‘4| 20438] . FAewY L 53| 2B8Y
Licences ang permits 1 205 285 328 o326 - 3se) 0 3Em) . ase
Agency services L PERE _ - T TR '
Transfers resognised - operafional 40508 48251 . 4TV 56,642 56,642 61,460 " 66,945 | - 65705
Cher revenve 2 w0679 42| 9565 7,567 7,597 7ams | vem| B
Gains on disposal of PPE N o s : L - b .

Total Revenue [excluding capital transfers 245,099 257,14 270,793 316,208 kreNit nr krrRats 7,962 399,189 420,544

and contributions)




Table 3 Percentage growth in revenue by main revenue source

Budpget Year Budget Year Budget Year Budget Year

2015/16 2016/17 Growth % % w7as |STOWRE % 2018/19
Deseription
Property mtes S 143,869,677 179,053,401.000 5% a8% | 190,154,712.00 &% a8% | 201,373,839.00
Property fates - penalties & collection charges, | 6242863 eesaseooof ew | 2% | . 70727000l &% oz | 7.484,239.00
Senvice charges - elecwicityrevenve | 71437347 7814152000 9% | 215 | ssassazscol ewm | zwm | 93572,594.00
Service charges - refuse revenve . 5,170,966 _5,512,250.00 6% | 1% __5,854,009.00, 6% 1% | . 6199,393.00
andequipment e 072023 71633300 7% | 6 | .. 76397600 6% 0% |..--n...BO2,051.00
Interest earned - externalinvestments | 3,424073] 372468200 6% 1 4% ..38s56812000 &% [ 1% | 4,188,893.00
Interest earned - outstanding debtors 1,838,496 1,959,837.00| 6% | 1% 2,08,347.000 6% 1% . 2,204,145.00
Fines B o 22,435,186 23915,008.00] e | 6% | . 253escecdo0l % | 6w | 26,897,217.00
Licences and permits_ . 3,226,490] 3,439,439.00f &% 1% . 3,652,62400| % % .. 3,B68,192.00
Transfers recognised - cerstional _SeEa2000| - Eissepcoot &% | apw | sesaspooos| 2% | m% §5,705,000.00
Other revenue 7,537,096 7.375,277.00] 6% 2% 7,825,016.00) 6% 2% 3,280,928.00
MNET OPERATING INCOME 322,717,017.95 371,952,347.60 100.00%| 399,189,143.00, 100.00% 420,543,582.00|

Revenue generated from rates and services charges forms a significant percentage of the
revenue basket for the Municipality. Rates and service charge revenues comprise more than two
thirds of the total revenue mix. In the 2015/2016 financial year (adjusted budget), revenue from
rates and services charges totalled R 226,8 million. This increases to 269, 3 million, R 28.8, 5
million and R308,5 million in the respective financial years of the MTREF. This growth can be
mainly attributed to the supplementary valuation rolls and the increased share that the sale of
electricity contributes to the fotal revenue mix, which in turn is due to rapid increases in the Eskom
tariffs for bulk electricity. The above table includes revenue foregone arising from discounts and
rebates associated with the tariff policies of the Municipality. Details in this regard are contained
in Table 59 MBRR SA1 (see page 926).

Property rates are the largest revenue source totalling 48, 0 per cent or R179,0 million rand and
increases to R190,1 million by 2017/2018. The second largest source is user charges for services
which consists of sale of electricity and refuse removal charges. Operating Grants & Subsidies
are the third largest revenue source totalling 17 per cent in 2016/2017 and remains at 17 per cent
in 2017/2018. Departments have been urged io review the tariffs of items like building plan fees,
connection fees, advertisements and permits and licenses on an annual basis to ensure they are
cost reflective and market related.

Operating grants and transfers totals R 61, 4 million in the 2016/2017 financial year and steadily
increases to R66,9 million by 2017/2018. The following table gives a breakdown of the various
operating grants and subsidies allocated to the municipality over the medium term:

Table 4 Operating Transfers and Grant Receipts



KZN222 uMngeni - Supporting Table SA18 Transfers and grant receipts

2016/17 Medium Term Revenue &

Description Ref| 2012M3 2013114 2014155 Current Year 201546 ..
Expenditure Framework
R thousand Audited Audited Audited Original Adjusted Full Year | Budget Year | Budget Year | Budget Year
Qutcome Outcome Outcome Budget Budget Forecast 201617 1201718 | 422018119
RECEIPTS: 12
Operating Transfers and Grants
National Gevernment: 38,897 43,831 44,911 48,500 53,528 53,528 58,268 63,610 62,799
Local Government Equitable Share 78,951 37,208 40,229 40,132 40,732 40,132 A4 528 49 458 54,267
Munisipal Systems Improvement 342 966 1,315 930 930 930 - - -
Finance Management 2,232 2,673 1,977 1,600 1,600 1,600 1,625 1,700 1,956
EPWP Incentive <1021 2,984 972 1,438 1,465 1,466 1,47 - -
Integrated National Electificaton Programme 418 - 5,000 5,000 6,000 7.000 -
Gther fansfers/grants [insert description] 5,341 ) 4,400 4,400 4,400 4,897 5,452 5,981
Provincial Government: 1,701 4,434 2,93 3,142 401 4,011 3,201 3,335 3,508
1,562 2,872 2,752 2,976 2,576 2976 2,668 [REL] 2,919
134 284 161 166 636 556 175 184 193
) 1,320 - 25 25
158 - 354 354
Other yanslersigrants [insert descriplion] - : - - - 358 377 304
District Municipality: - - - - - - - - -
{insert description)
Other grant providers: - - - - - - - - ~
finsert descn‘pt_ian]
Total Operating Transfers and Grants 5 40,598 48,265 47,824 51,642 57,540 57,540 61,469 66,945 55,705
Capltal Transfers and Grants
National Government: 24,364 19,487 21,415 27,249 22,384 22,384 21,866 23,506 24,653
Municipal Infrasvucture Grant (MIG) 24,364 18,912 21415 TE2 P 22,249 TEEEg | 21,8861 . 23,506 65
Depl of Energy- NATIONAL GRANT . - - 5,000 135 o135 - - -
. a5 | o
Other capital ransfers/grants [insert desc]
Provincial Government: 2,408 8,641 32,2 - 19,827 19,927 - - -
Mandela Capture site 2,400 B.641 32,312 19,927 19,927 - - -
District Municipatity: - - - - - - - - -
lingerf descriplion]
Other grant providers: - - - - 1,391 1,3 - - -
[insert description] 7,397 | EELIN
Total Capital Transfers and Grants 5 26,774 28,128 53,727 27,249 43,702 43,702 21,866 23,506 24,653
TOTAL RECEIPTS OF TRANSFERS & GRANTS 67,372 76,393 101,559 78,891 101,242 101,242 83,335 90,451 90,358

Tariff-setting is a pivotal and strategic part of the compilation of any budget. When rates, tariffs
and other charges were revised, local economic conditions, input costs and the affordability of
services were taken into account to ensure the financial sustainability of the Municipality.

National Treasury continues to encourage municipalities to keep increases in rates, tariffs and
other charges as low as possible. Municipalities must justify in their budget documentation all
increases in excess of the 6,6 per cent upper boundary of the South African Reserve Bank's
inflation target. Excessive increases are likely to be counterproductive, resulting in higher levels

of non-payment.

The percentage increases of Eskom bulk tariffs are far beyond the mentioned inflation target.
Given that these tariff increases are determined by external agencies, the impact they have on
the municipality’s electricity and in these tariffs are largely outside the control of the Municipality.



Discounting the impact of these price increases in lower consumer ftariffs will ercde the
Municipality's future financial position and viability.

It must also be appreciated that the consumer price index, as measured by CPI, is not a good
measure of the cost increases of goods and services relevant to municipalities. The basket of
goods and services utilised for the calculation of the CPI consist of items such as food, petrol and
medical services, whereas the cost drivers of a municipality are informed by items such as the
cost of remuneration, bulk purchases of electricity, petrol, diesel, chemicals, cement etc. The
current challenge facing the Municipality is managing the gap between cost drivers and tariffs
levied, as any shortfall must be made up by either operational efficiency gains or service level
reductions. Within this framework the Municipality has undertaken the tariff setting process
relating to service charges as follows.

1.4.1 Property Rates
Property rates cover the cost of the provision of general services. Determining the effective
property rate tariff is therefore an integra! part of the municipality’'s budgeting process.

National Treasury’'s MFMA Circulars No. 68 and 67 deals, inter alia, with the implementation of
the Municipal Property Rates Act, with the regulations issued by the Department of Co-operative
Governance. These regulations came into effect on 1 July 2009 and prescribe the rate ratio for
the non-residential categories, public service infrastructure and agriculfural properties relative to
residential properties to be 0.25:1. The implementation of these regulations was done in the
previous budget process and the Property Rates Policy of the Municipality has been amended
accordingly.

The following stipulations in the Property Rates Policy are highlighted:

. The first R15 000 of the market value of a property used for residential purposes is
excluded from the rate-able value (Section 17(h) of the MPRA). In addition to this rebate,
a further R105 000 reduction on the market value of a property will be granted in terms of
the Municipality's own Property Rates Policy;

. 30 per cent rebate will be granted on all residential properties;
. 100 per cent rebate will be granted to registered indigents in terms of the Indigent Policy;
. For pensioners, physically and mentally disabled persons, a maximum/total rebate of 60

per cent will be granted to owners of rate-able property if the total gross income of the
applicant and/or his/her spouse, if any, does not exceed R9000 per month. In this regard
the following stipulations are relevant:

- The rate-able property concerned must be occupied only by the applicant and
hisfher spouse, if any, and by dependants without income;

- The applicant must submit proof of his/her age and identity and, in the case of a
physically or mentally handicapped person, proof of cerification by a Medical
Officer of Health, also proof of the annual income from a social pension;

- The applicant’'s account must be paid in full, or if not, an arrangement tc pay the
debt should be in place; and

- The property must be categorized as residential.

. The Municipality may award a 100 per cent grant-in-aid on the assessment rates of rate-
able properties of certain classes such as registered welfare organizations, institutions or
organizations performing charitable work, sports grounds used for purposes of amateur
sport. The owner of such a property must apply to the Council in the prescribed format for
such a grant.



The categories of rate-able properties for purposes of levying rates and the proposed rates for
the 2016/2017 financial year based on the proposed rate randage of 1.35 cents in the Rand from
1 July 2016 is contained below:



Table 5 Comparison of proposed rates to be levied for the 2016/2017 financial year

Category Category | Current Tariif Proposed
(1 July 2015) Tariff Proposed Reb:
(1 July 2016) (from 1 July 20
C C o,
Residential 1 1.27 ¢/R 1.35¢/R 30%
Industrial 2 1.27 ¢/R 1.35¢/R 0%
3 1.27 ¢/R 1.35¢/R
Business & Commercial 0%
4 1.27 ¢/R 1.35¢/R
Rural- Agriculture 82.5%
5 1.27 ¢/R 1.35¢/R
Rural — Commercial 30%
6 1.27 c¢/R 1.35¢/R
Rural-Residential 30%
7 1.27 ¢/R 1.35¢/R
State Owned Properties 30%
8 1.27 ¢/R 1.35¢/R
Municipal Properties 100%
Public Service Infrastructure 9 1.27 ¢/R 1.35¢/R
(Roads) As per the new MP
10 1.27 ¢/R 1.35¢/R
Public Service Infrastructure (Other) As per the new MP
11 1.27 ¢/R 1.35¢/R
Private Towns 0%
12 1.27 c/R 1.35¢/R
Informal Settlements 30%
13 1.27 ¢/R 1.35c/R
Mining & Quarries 20%
14 1.27 c/R 1.35¢/R
Vacant Land 0%
15 1.27 ¢/R 1.35¢/R
Protected Areas 100%
16 1.27 ¢/R 1.35¢/R
National Monuments 100%
17 1.27 ¢/R 1.35¢/R
Multi-Purpose 0%
18 1.27 ¢/R 1.35¢/R
Bulk Development Land 40%
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1.4.2 - Sale of Electricity and tmpact of Tariff Increases

In terms of the Multi Year Price Determination (MYPD) for Eskom'’s tariffs approved by the
National Energy Regulator of South Africa (Nersa), a tariff increase of 9.4 per cent has been
approved for the 2016/17 financial year. However NERSA has not yet approved and published
guidelines on municipal electricity price increase for 2016/17 financial year.

Registered indigents will again be granted 100 kWh per 30-day period free of charge.

The following table shows the impact of the proposed increases in electricity tariffs on the
electricity charges for domestic customers:

Table 6 Comparison between current electricity charges and increases (Domestic)

Monthly Consumption | Current Tariffs Proposed Tariffs Percentage tncrease
KWh Payable Payable Increase
1-50 kwh 79¢/kWh 86c/kWh 9.4%
51-350 kWh 101c/kWh 110¢/kWh 9.4%
351-600 kWh 135¢/kWh 148c/kWh 9.4%
601kWh and above 160c/kwWh 175c/kwh 9.4%

During his budget speech on 25 February 20186, the Minister of Finance announced that electricity
levy will be increased by 2 cents per kWh. A special municipal circular will be issued in due course
to guide municipalities on the implementation of the 2 cents per kWh electricity level. In interim
municipalities are advised to use the guideline issued by NERSA to set their tariffs for the 2015/16
financial year.

It should further be noted that NERSA has advised that a stepped tariff structure needs to be
implemented from 1 July 2014. The effect thereof will be that the higher the consumption, the
higher the cost per kWh. The aim is to subsidise the lower consumption users (mostly the poor).
This Municipality has already implemented the stepped tariff structure from 1 July 2010 and will
continue with this practice in 2016/2017.

The inadequate electricity bulk capacity and the impact on service delivery and development
remains a challenge for the Municipality. Most of the suburbs and inner Municipality reticulation
network was designed or strengthened in the early 1980’s with an expected 20-25 year life-
expectancy. The upgrading of the Municipality's electricity network has therefore become a
strategic priority, especially the substations and transmission lines.

Owing to the high increases in Eskom's bulk tariffs, it is clearly not possible to fund these

necessary upgrades through increases in the municipal electricity tariff — as the resuitant tariff
increases would be unaffordable for the consumers. As part of the 2016/2017 medium-term
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capital programme, funding has been allocated to electricity infrastructure but these funding levels
will require further investigation as part of the next budget cycle in an attempt to source mora
funding to ensure this risk is mitigated.

1.4.3 Waste Removal and Impact of Tariff Increases

it is widely accepted that the rendering of this service shouid af least break even, which is currentiy
not the case. The Municipality will have fo implement a solid waste strategy to ensure that this
service can be rendered in a sustainable manner over the medium to long-term.

A 6,6 per cent increase in the waste removal tariff is proposed from 1 July 2016. Higher increases
will not be viable in 2016/2017 owing to the significant increases implemented in previous financial
years as well as the overall impact of higher than inflation increases of other services. Any
increase higher than 6,6 per cent would be counter-productive and will result in affordability
challenges for individual rates payers raising the risk asscciated with bad debt.

_The following table compares current and proposed amounis payable from 1 July 2016:

Table 7 Comparison between current waste removal fees and increases

Type of Consumer | Description Current Tariffs Proposed Tariffs
2015/2016 201672017

Domestic Consumers /Ratepayers with total market value per Free Free

Consumers property up to R200 000

Commercial /
Consumers

Government

Consumer/Ratepayers with property values in excess of
R200 000

One Collection per week per 120 litre hin

One Collection per week per 120 [itre bin

R 57.40 per month
R 107.19 per month

R 95.28 per month

R 61.19 per month
R 114.26 per month

R101.57 per month

1.4.4 Overall impact of tariff increases on households

The following table shows the overall expected impact of the tariff increases on a large and smail
household, as well as an indigent household receiving free basic services.

Note that in all instances the overall impact of the tariff increases on household's bills has been

kept to between 6,6 to 7 percent, with the increase for indigent households closer to 6,6per cent.
Electricity increases however impacts on the fotal household bill.
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Table 8 MBRR Tahle SA14 — Household bills

KZNZ22 uMngenl - Supporting Table SA14 Household bills
Wiz | M3 | 201314 Current Year 2014/15 2015116 Medium Term Reverus & Expanditure
Framework
Descriptian
Ref|  Audited Audited Audited Original Adjusted Fuli Year |Budget Year | Budgst Year | Budget Year { Budget Year
Cutcome Outcome Quicome Budget Budget Farecast 2015118 201518 +1 201617 | +2 2017018
Randlcent % incr.
Monthly Account for Household - ‘Middle 1
Income Range’
Rates and services charges:
Properly rates 5,067.30 5,422.90 5,746.27 6,093.47 5812.00 5,812.00 12.9% §,567.56 $,567.56 6,567.56
Electricity: Basic levy 79.60 84.27 89.32 94.67 91.36 91.36 12.0% 102.54 102.51 102.51
Electriclty; Consumpton 768.00 £05.00 959,30 1,016.86 956.37 989.37 11.8% 1,10670 - 1,106.70 1,108.70
Waler: Basie levy - - - - - - - - - -
Watar: Cansumption , . - - - - - - - - - -
Sanilation - - - - - - - - - -
Refusa remov al 42.86 45.40 4812 51.00 50.45 50.45 . G.0% 53.77 53.77 53.77
Other - - - - - - -
sub-total 5,955.96 6,457.57 6,345.01 1.255.70 E,540,13 $,943.18 1.8% 7,830,54 7,830.54 7,830,54
VAT on Services
Total large household bill: £,955.95 6,457.57 6,845.01 7,255.70 5,940.13 6,943.18 7.9% 7,830.54 7,820.54 1,830.54
% increasel-decrease 8.4% 6.0% 6.0% (4.3%} 0.0% 12.8% - -
Monthly Account for Househald - 'Afferdable | 2
Rates and services charges:
Properly rafs 387 '3,900.65 4,124.69 4,372.17 4,634.50 4,634,50 19.7% | 5561.20. 5,551.20 5,551.20
Elzciricity: Basic levy 7080 | - 8427 89.33 100.23 106.24 106.24 186% | 1284 . 183 126.34
Elsclricity: Consumption Toa3B0 | 37000 401.74 425,84 451.39 | 45139 124% 50748 - - 0718 . 507.18
Water: Basic levy - R - L - - - - Co- B
Watar: Consumption - e - - - - - . - - - -
Sanitalon . . - - e - - L= PR
Refuge removal 4280 F. 4540 .12 51,81 54.07 54.07 528% | 8478 CBATE 6478
Other . i )
sub-total 4,143.27 4,408,32 4,663.58 4,919.25 5,246.20 5.246.20 26.3% 5,240,48 6,248.48 6.249.46
VAT on Services : o |- :
Total small household blll: 410,27 4,409.32 4,663.88 4,640.25 5,246.20 5,246.20 26.3% 6,249.48 £,249.48 6,249,48
% increase/-decrease 6.5% 5.8% 6.4% 6.0% - 19.1% - -
Menthly Account for Household - ‘Indigent’ 3
Hougehold raceiving free hasic services
Rates and services charges:
Property rales 3,644 87 3,900.65 '4,134.60 4,302.77 454574 | - 484574 13.0% 5,249.69 5,249.69 6,249.68
Electieity: Basic levy 79.40 8427 8933 04.69 106.24 06,24 12.0% 18.26 119.20 119.20
Blactricity: Consumption 37360 379.00 | 40174 42584 477.78 AT 2% £36.08 - 536.08. - 53508
Waler: Basic levy - =] - - - - = " - -
Walor: Gonsumption o - ) - - - e LE - =
Sanitalion S = . - - - - A o - : = -
Refuse removal " 4280 45.40 4842 BT BAA3 Y - B4 - -55% 5738 . 5738 57.38
Other : . o s 0 ° RN
sih-total 4,141.27 4,409.32 4,673.98 4,954.37 5,283,90 5,283.90 20.3% 5,062,35 5,962.35 596235
VAT on Services L L CL ) - o B ) R
Total small househeld kill: 4,141.27 4,409,32 4,673.88 4,054.37 5,203.90 5,283,90 20.3% 5,962.35 5,962.35 5,952.35
% increasel-decrease 6.5% £0% 6.0% 6.7% - 12.8% - -

Operating EXpenditure Framework

The Municipality'’s expenditure framework for the 2016/2017 budget and MTREF is informed by
the following:

. Balanced budget constraint (operating expenditure should not exceed operating revenue)
unless there are existing uncommitted cash-backed reserves to fund any deficit;

. Funding of the budget over the medium-term as informed by Section 18 and 19 of the
MFMA,;

. The capital programme is aligned to the asset renewal strategy and backlog eradication
plan;
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. Operational gains and efficiencies will be directed to funding the capital budget and other
core services; and

. Sirict adherence to the principle of no project plan no budget, If there is no business plan
no funding allocation ¢can be made.

Expenditure By Type
Employee relaed cos’s H 15,704 5,979 83,397 103,729 6,424 96,424 96,424 102,004 103,753 110,808
Remuneragon of counsiliors 5,465 5743 6,118 6,721 1,082 7,092 7,002 7,763 8,151 8,558
Debtimpairment 3 14,543 21,453 2,633 21,462 22,100 22100 22,100 22878 2,297 25,130
Depreciafion & assetimpairment 2 57,935 37,598 41,825 11,232 1,222 11,232 1,232 28,974 30,770 32,586
Finarce charges 4,597 4297 4303 4,760 4,780 4,760 4,768 5127 5,448 577
Bulk purchases 2 60,862 65,893 12,286 80,432 88,832 83,632 28,632 96,964 108,078 116,050
Other materials 8
Contracted services 1,115 1,950 310 10,248 12128 12,128 12128 12,929 13,730 14,540
Transfers and grants 5110 10,867 1,182 710 3,250 3,250 3,260 3,465 3,680 3,897
Oher expenditure 45 4470 60,444 59,260 71,481 76,831 76,831 76,831 29,255 93,507 41,722
L.oss on disposal of PPE 2 ¢ -

Total Expenditure 259,623 283,214 295,494 317,183 3,448 448 322,449 169,445 388,411 408,745

The budgeted allocation for employee related costs for the 2016/2017 financial year totals
R102,0 miflion, which equals 27,6 per cent of the total operating expenditure. Salary increases
have been factored into this budget at a percentage increase of 7.6 per cent for the 2016/2017
financial year. An annual increase of 7.2 per cent has been included in the two outer years of the
MTREF. As part of the planning assumptions and interventions only critical vacancies were
originally budgeted with a 0.076% increase as per the Salary Wage Agreement.

The cost associated with the remuneration of councillors is determined by the Minister of Co-
operative Governance and Traditional Affairs in accordance with the Remuneration of Public
Office Bearers Act, 1998 (Act 20 of 1998). The most recent proclamation in this regard has been
taken into account in compiling the Municipality’s budget.

Provision for depreciation and asset impairment has been informed by the Municipality's Asset
Management Policy. Depreciation is widely considered a proxy for the measurement of the rate
asset consumption. Budget appropriations in this regard total R 28, 9 million for the 2016/2017
financial and equates to 8 per cent of the total operating expenditure. Note that the
implementation of GRAP 17 accounting standard has meant bringing a range of assets previously
not included in the assets register onto the register. This has resulted in a significant increase in
depreciation relative to previous years.

Finance charges consist primarily of the repayment of interest on long-term borrowing (cost of
capital). Finance charges make up 1.3 per cent (R5, 1 million) of operating expenditure excluding
annual redemption for 2016/2017 and increases to R 5, 4 million in 2017/18. As previously noted,
the Municipality has reached its prudential limits for borrowing — hence the planned borrowing to
finance the capital budget does not resuit in finance charges as a percentage of operational
expenditure increasing — rather it is kept close to 6.1per cent over the MTREF.

Bulk purchases are directly informed by the purchase of electricity from Eskom. The annual price
increases have been factored into the budget appropriations and directly inform the revenue
provisions. The expenditures include distribution losses.

Contracted services have been identified as a cost saving area for the Municipality. As part of
the compilation of the 2016/2017 MTREF this group of expenditure was critically evaluated and
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operational efficiencies were enforced. In the 2016/17 financial year, this group of expenditure
totals R12, 9 million. For the two outer years growth has been limited to R 13, 7 and R14, 5 million
respectively. As part of the process of identifying further cost efliciencies, a business process
reengineering project will commence in the 2016/2017 financial year to identify alternative
practices and procedures, including building in-house capacity for certain activities that are
currently being contracted out. The outcome of this exercise will be factored into the next budget
cycle and it is envisaged that additional cost savings will be implemented.

Other expenditure comprises of various line items relating to the daily operations of the
municipality. This group of expenditure has also been identified as an area in which cost savings
and efficiencies can be achieved. Growth has been limited to 24, 6 per cent for 2016/2017 and
curbed at 24, 1 per cent for the two outer years, indicating that significant cost savings have been
already realised.

1.4.5 Priority given to repairs and maintenance

Aligned to the priority being given to preserving and maintaining the Municipality's current
infrastructure, the 2016/2017 budget and MTREF provide for extensive growth in the area of asset
maintenance, as informed by the asset renewal strategy and repairs and maintenance plan of the
Municipality. In terms of the Municipal Budget and Reporting Regulations, operational repairs
and maintenance is not considered a direct expenditure driver but an outcome of certain other
expenditures, such as remuneration, purchases of materials and contracted services.
Considering these cost drivers, the foilowing table is a consolidation of all the expenditures
associated with repairs and maintenance:

Table 9 Operational repairs and maintenance

During the compilation of the 2016/2017 MTREF operational repairs and maintenance was
identified as a strategic imperative owing to the aging of the Municipality’s infrastructure and
historic deferred maintenance. To this end, repairs and maintenance was substantially increased
by in the 2016/2017financial year, from R 18, 0 million to R21, Smillion. The total allocation for
2016/2017 equates to R21, Smillion.

The table below provides a breakdown of the repairs and maintenance in relation to asset class:
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KZN222 uMngeni - Supporting Table SA34c Repairs and maintenance expenditure by asset class

Descriptien

R thousand

Ret

1

20213

201314

201415

Current Year 2015116

2016117 Medium Term Revenue &
Expenditure Framework

Audited
Qutcame

Audited
Quicome

Audited
Qutcome

Original
Budget

Adjusted
Budget

Full Year
Forecast

Budget Year
+1 201718

Budget Year
2016017

Budget Year
+2 2018/19

Repairs and maintenance expenditure by Asset Class/Sub-class

Infrastructure
Infrastructure - Rood fransport
Roads, Favemenis & Bridgas
Storm waler
Infrastructure - Electricity
Generation
Transmission & Reticulation
Strest Lighting
Infrastructure - Water
Dams & Reservoirs
Waler purification
Reticulation
Inkasructure - Sanilation
Reticulation
Sewwerage purificsfion
Infrastructurs - Other
Waste Management
Transporiation
Gas
Cther

Comm unijty

Parks & gardens
Sparsfiekds & stadia
Swimming poals
Community halls
Libraries

Racreational facifites
Fire, safety & emergency
Security and policing
Buses

Cilnles

Museums & At Galleries
Cemotatlas

Social rental housing
Other

Heritage assets
Buildings
Cther

Investment properties
Housing development

Other

Other asscls

General vehicles

Specialised vaehicles

Plant & equipment

Computers - hardw ansfeguipmant
Furpiture and other ofice aquipment
Abattolrs

Marksis

Civic Land and Buildings

QOther Buildings

Other Land

Surplus Assets - {Investment or Inventory)
Other

Agricultural assets
List sub-class

Biological aszets
List sub-class

Intangibles
Compulers - sofw are & programming
Other {fist sub-class}

6,100

14,699

9,609

9,699

16,284 10,932 41,577

4,932

6,333

3,540
3,940

2,180

2,160

6,247

8,125
7.950
2,075
5574
5,574

10,042

8,125
7,050
1,075
1,674

1,574

8,397

8,125
7,050
1,075
1,574
1,674

8,397

7,708
7,55¢

157
2,688

8,186
8,019

167
2,748

8,663
8,492

177
2,908
2,586

2,746 2,908

11,267 11,716 12,407

4,932

6,333

958
273
570

7
794

859

273
570

5,511

B15 866 917
1,708 1,812 1,919
4 466

252

292
8,530

275
7,620 8,065

10

Total Repalrs and Maintenance Expenditure

4,832

6,333

12,347

24,741

18,096

18,096

21,561 22,648 23,984

Speciallsed vehicles
Refuse

Fire
Conservancy
Amhulances

R&M as a % of PPE
R&M as % Cperating Expenditure

0.5%
1.9%

0.8%
2.2%

1.6%
4.1%

3.1%
7.6%

2.3%
§5.6%

2.3%
5.6%

2.8% I

2.9%
5.8%

3.9%
5.6%

5.8%
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For the 2016/2017 financial vear, 48per cent or R21.1 million of total repairs and maintenance will
be spent on infrastructure assets. Community assets have been allocated R11, 2miliion of total
repairs and maintenance equating to 52 per cent. This is to comply with the requirements of
National Treasury Circulars 66 & 87 to budget for at least 8% of Property, Plant & Equipment for
renewal and operational repairs and maintenance of existing asset infrastructure.

1.4.6 Free Basic Services: Basic Social Services Package

The social package assists households that are poor or face other circumstances that limit their
ability to pay for services. To receive these free services the households are required to register
in terms of the Municipality's Indigent Policy. There is currently plus minus 2774 debtors
registered as indigent and the target is to register 500 or more indigent households during the
2016/2017 financial year, a process reviewed every six months.,

The cost of the social package of the registered indigent households is largely financed by national
government through the local government equitable share received in terms of the annual Division
of Revenue Act.

1.5 Capital expenditure

The following table provides a breakdown of budgeted capital expenditure by vote:

Table 10 2016/17 Medium-term capital budget per vote

KZNZ!ZuMngem féblé A5Bud getedCapﬂalExpendﬂurewby vote, standard dlassifitation and funding

edium lerm Revenue

Yot iptl Ref 201213 2013144 201415 Current Year 2045116 -
s Gascrlption * Exgenditure Framework

Rihousand 1 Audited Audlted Audited Original Adjusted Full Year Pre-audit |Budget Year [ Budget Year [ Budget Year
Qutcoms | Qutcome | Outcome Budget Budget Fosecast | outcome 016HT |+ 200718 3 +2 208048

Single-year expenditure fo b; lappruprfah!d 2

ok 1 - Seocutes d Courell ) B Z 79 7 79” 18 186 w0
Vo2 Fimce ) 1 - - wl e | 157
Vol 3 - Corporale Services o - - - - ®| % % 0 31 20
Vet 4 - Flanning Services - sam| 32812 - am] wo| o | 12
Vol - Commuriyy Services - U um 350 ars|  sim 3728 2251 % 7

ok - Techicd Sorviess wpsh| sl tws|  we|  mod|  mod|  mew|  miml nmE0l %m0

Volz 7 - Economic Developtant and Grow - - - - - - - - - -
Vots 8 - hiamal Audil - - - - - - - - - -

Vote 9 - Electiclly - 575 B1§ 5,000 135 135 135 - 8,000 8,000
Capital single-year expenditure sub-tota) 26,858 33435 56,276 7,245 44,408 4,409 44,409 29,148 32,784 35,726
Total Capltal Expenditure - Voia 6,88 3313 56,276 27,248 44,409 44,409 4,409 0,148 32,764 315,786

For 2016/2017 an amount of R 29, 1 million has been appropriated for the development of
infrastructure which represents 89, 8 per cent of the total capital budget. In the outer years this
amount totals R23, 7million, 72, 4 per cent and R26, 6million respectively for each of the financial
years.

Further detail relating to asset classes and proposed capital expenditure is contained in Table 22
MBRR A9 (Asset Management) on page 34.
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1.6 Annual Budget Tables - Parent Municipality

The following eighteen pages present the ten main budget tables as required in terms of section
8 of the Municipal Budget and Reporting Regulations. These tables set out the municipality's
2016/2017 budget and MTREF as approved by the Council. Each table is accompanied by

explanatory nofes on the facing page.
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Table 11 MBRR Table A1 - Budget Summary

KZN222 uMngeni - Table A1 Budget Summary

201611 Madium Term Revenue &

Description 206213 01314 201415 Current Year 201516 i
Expenditure Framework
R thousands Audited Audited Audited Original Adjusted Full Year Pre-audit |Budget Year | Budget Year | Budget Year
Gutcome Qutcome Cutcome Budget Budget Forecast ourtcome 201617 +1 201718 | 42 2048119
[Financial Performance
Property rates 104,770 117,665 126,096 147,379 150,212 150,212 150.242 183,708 197,222 208,858
Service charges 56,527 56,461 37,768 73.410 76,568 76,598 76,598 83,654 91,344 99,722
Inv estment revenue 828 1,848 2,74 1,512 3,494 3,454 3,494 3,725 3,956 4,189
Transfers recognised - operafional 40,5¢8 48,265 47,728 51,426 56,642 56,642 59,642 61,489 68,945 65,705
Other own revenus 15,185 33,158 35,464 44,480 35,770 35,770 35,770 37,407 38,72 42,070
fotal Revenue {excluding copital transters 217,909 257,403 270,783 218,208 322,717 322,717 P2 N7 371,962 399,189 420,544
ang contributions)
Employ ee costs 75708 65.9/9 By 37 103,759 Lo L) 55,824 (L33 7025 103,753 10,856
Remuneration of councillors 5,465 5,745 6,118 6,727 7,092 7,082 7.082 7,763 8,151 85658
Depreciation & assetimpairment 57,935 37,598 41,825 14,232 11,232 11,232 11,232 28,974 30,770 32,586
Finance charges 4,597 4,297 4,303 4,760 4,760 4,760 4,780 5,127 5,445 5787
Materials and bulk purchases 60,662 65,863 72,286 80,432 68,632 86,632 28,632 86,964 106,078 116,050
Transfers and grants 5110 10,867 7,162 7110 3,250 3,260 3,250 3,465 3,580 3,897
Cther expanditure 50,150 82,855 84,402 103,183 111,059 111,059 111,058 125,062 131,534 131,993
Tolal Expenditura PEETE) FLENET] 786,455 37,183 T22545 FIEAY | TIZEAAE 368,445 IWGATT| a8 785
Surplusf{Deficity [4%,713) (25,837 (28,701} 1,025 268 268 268 2,517 9,778 10,798
Transfers recegnised - capital 26,774 28,128 55,249 27,249 22,243 22,248 22,249 21,886 23,508 24,653
Contributions recognised - capital & contributed a - 138 - - - - - - - -
Surplusi(Deficit) after capital transfers & (14,940} 2,436 26,548 28,274 22,517 22,517 22,517 24,382 33,284 35,451
contributions
Shars of surplus/ (deficit) of asseciate - - - - - - - - - -
Surplus/{Deficit) for the year {12,840) 2,436 36,548 28,274 22,57 22,517 22517 24,383 33,284 35,451
[Capltal gxpenditure & funds sources
Capital expenditure 26,858 33,135 56,276 27,248 44,409 44,409 44,409 29,148 32,764 33,786
Transters recognised - capital 26,858 28,128 55,249 27,249 43,567 43,567 43,567 21,866 23,506 24,453
Fublic contributions & dohations - - - - - - - - - -
Borrowing - - - - - - - - - -
Internally generated funds - 5,007 1027 - 841 841 841 7,282 0,258 €333
Total sourses of capital funds 26,838 33,135 58,276 27,249 44,408 44,408 44,409 20,148 32,764 33,788
[nancial position
Total current assets 108,918 80,352 94,615 134,985 103,118 103,118 103,118 40,441 92,579 94,728
Tolal non currenl assels 160,490 786,445 798,617 202,843 807,748 807,745 207,748 789,524 781,038 773,566
Total current liabilifies §5,437 50,576 48,778 32,459 28,337 28,337 28,337 29,181 27,153 26,238
Total non current fizbilifes 71,066 1475 78,401 38,671 48,102 48,102 48,102 46,119 45,00 47,055
Community wealivEquity 762,904 760,505 787,052 866,487 834,427 334,427 834,427 804,665 801,770 785,001
Cash flows
Net cash from [used) operaing 30,452 69,008 92,893 30,282 17,083 17,083 17,083 33,225 42,374 44,78
Net cash from (used) invesing (24,364) 51,617 {80,827) (27,249) {36,175) (36,175) {36,175) {29,148) (32,764) (35,786)
Nat ¢ash from (usad) financing {2,368) {2,445) {2,638) (2,650) {2,581) (2,581) {2,561) (2,940) {3,037) (3,214)
Cashicash equlvalents at the year end (2,275) 12,763 8,103 8,761 24,989 24,989 24,989 26,126 32,699 38,419
[Cash backing/surplus reconciliation
Cash and investments av ailable 12,574 38,474 48,652 26,926 24,989 24,889 24,988 26,126 32,699 38,418
Applicabion of cash and investments (2,864) 1,353 4,944 (39,873) (43,242} {43,242) {43,242) {30,692) (29,391) (27,041)
Balance - surplus (shortfall) 15,438 A 41,708 66,799 68,231 68,231 68,231 56,818 62,000 65,450
Asset management
Asset ragister summary (WOV) 777,502 769,733 799,697 802,643 819,802 819,802 818,483 819,483 842,989 856,442
Depraciation & assetimpaitment 57,935 37,598 41,825 11,232 11,232 11,232 28,974 28,974 30,770 32,586
Renawal of Exising Assets - - - - - - - - - -
Repéirs and Maintenance 4932 6,333 12,347 24,701 18,0908 18,098 21,581 21,561 22,648 23,984
Ted sarvices
Costof Free Basic Services provided - - - - - - - - - -
Revenue cost of fee services provided 51,354 33,598 35,613 101,503 92,087 92,087 43,152 43,152 44,904 44,502
Househoids below minimum service level
Walsr: - - - - - - - - - -
Sanitafon/sew erage: - - - - - - - - - -
Ehergy: - - - - - - - - - -
Refuse: - - - - - - - - - -
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Explanatory notes to MBRR Table A1 - Budget Summary

1.

Table A1 is a budget summary and provides a concise overview of the Municipality’s budget
from all of the major financial perspectives {operating, capital expenditure, financial position,
cash flow, and MFMA funding compliance).
The table provides an overview of the armounts approved by Council for operating
performance, resources deployed to capital expenditure, financial position, cash and funding
compliance, as well as the municipality’s commitment tc eliminating basic service delivery
backlogs.
Financial management reforms emphasises the importance of the municipal budget being
funded. This requires the simultaneous assessment of the Financial Performance, Financial
Position and Cash Flow Budgets, along with the Capital Budget. The Budget Summary
provides the key information in this regard:
a. The operating surplus/deficit (after Total Expendifure) is positive over the MTREF
b. Capital expenditure is balanced by capital funding sources, of which
i. Transfers recognised is reflected on the Financial Performance Budget;
ii. Bormrowing is incorporated in the net cash from financing on the Cash Flow
Budget
iii. Internalty generated funds are financed from a combination of the current
operating surplus and accumulated cash-backed surpluses from previous
years. The amount is incorporated in the Net cash from investing on the Cash
Flow Budget. The fact that the municipality's cash flow remains positive, and
is improving indicates that the necessary ¢ash resources are available o fund
the Capital Budget.

Even though the Council is placing great emphasis on securing the financial sustainability of
the municipality, this is not being done at the expense of services to the poor. The section of
Free Services shows that the amount spent on Free Basic Services and the revenue cost of
free services provided by the municipality continues to increase. in addition, the municipality
continues to make progress in addressing service delivery backlogs.
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Table 12 MBRR Table A2 - Budgeted Financial Performance {revenue and expenditure by

standard ciassification}

KZN222 ubngeni - Tahle A2 Budgeted Financial Performance (revenue and expenditure by standard classification)

. 2016/17 Medium Term Revenue &
Standard Classification Description Ref| 201213 201314 2014115 Current Year 2015116 .
Expenditure Framework
R thousand 1 Audited Audited Audited Criginal Adjusted | Full Year |Budget Year [ Budget Year | Budget Year
Qutcome | Outcome [ Qutcome Eudget Budget Forecast 201617 | +1 264718 | +2 201818
Revenve - Standard
Governance and adminisiration 137,223 148,170 225,41 181,126 196,128 196,128 233,283 249,650 266,124
Executive and council 107,688 112,815 185,634 186,039 188,021 189,021 225,824 241,742 257,585
Budget and reasury office 28,232 34,542 28,601 §207 6,258 6,258 5,564 6,945 7,510
Corporate services 1,302 813 945 881 850 850 908 962 1,019
Community and public safely 13,383 34,941 3,776 41,153 35,768 35,768 36,99 35,897 3,778
Gommunity and soclal services 1,882 3,235 5,035 3,528 3,989 3,909 3,595 3,753 3,049
Sport and recreation 5 153 172 3,681 3,508 3,508 2,007 8 8
Public safety 11,497 31,593 27,568 33,943 28,281 28,261 31,389 31,938 33,621
Housing - - - - - - - - -
Heaify - - - - - - - - -
Economic and environmental services 437 560 650 24,805 19,717 19,777 20,922 24,627 25,840
Planning and dev elopment 357 541 629 1,031 1,004 1,004 1,030 1,084 1,158
Road transpart 80 18 20 23,173 8,773 18,773 19,892 23,533 24,682
Environmental profection - - - - - - - - -
Trading services 66,856 73,732 67,375 £8,373 83,293 93,293 102,622 112,721 115,455
Electricity 53,823 59,281 56,907 76,936 81,917 81,917 90,204 98,179 100,821
Waler - - - - - - - - -
Waste water management - - - - - - - - -
Waste management 13,042 14,451 10,468 11,437 11,315 11,315 12418 13,541 14,634
Offrer 4 - - - - - - - - -
Total Revenue - Standard ? 717,908 257,403 326,042 345,457 348,565 344,966 393,826 422,695 445,197
Expenditure - Standard
Governance and administration 49,872 52,895 107,732 70,363 79,506 19,506 124,561 132,310 140,641
Exacutve and council 23,226 56,543 28,005 34,257 34,348 34,348 47,605 49,958 52,094
Budget and reasury ofice 16,452 20,162 61,113 20,655 32,282 32,282 50,481 53,707 57,182
Corporate services 10,194 16,190 8,614 15,451 12,878 12,875 27,015 28,635 30,465
Community and public safety 70,849 67,685 52,784 64,859 4,677 64,677 54,815 53,035 56,370
Community and social services 8,375 7,783 19,159 22,191 25,202 25,202 15,160 16,134 17,128
Sport and recreation 8,450 8411 8,864 11,229 9,852 8,852 8,554 9,159 9,779
Public safely 10,14 23,964 23,645 28,556 29,773 2,773 29,569 26,101 27,708
Housing 43,875 27,508 1,117 1,803 849 849 1,832 1,641 1,753
Healh - - - - - - - - -
Economic and environmental services 37,784 25,508 38,195 51,404 41,480 41,490 43,001 44,073 46,908
Planning and dev elopment 8,375 5,603 9,463 8,884 8,737 8,737 6,616 6,652 7.099
Road transport 29,419 18,904 28731 42,520 32,783 32,153 36,394 37420 38,809
Environmental protecton - - - - - - - - -
Trading services 101,057 97,142 100,778 130,487 136,711 136,771 147,052 159,987 165,830
Electricity 84,350 80,456 80,391 99,981 108,716 108,716 122,042 133,240 137,507
Water - - - - - - - - -
Waste water management 3.685 2,740 3,006 5,688 2,557 2,557 2,19 2911 3107
Waste management 13,022 13,946 17,381 24,817 25,498 25,498 22,291 23,737 25,206
Other 4 5 5 5 ! b b [ 6§ 7
Total Expendliure - Standard 3 TR | ALk 95A%t [ 917,483 KFPRTL] 322,350 369,445 389,410 108,795
Surplus/(Deficit) for the year {41,713) (25,831) 26,548 28,214 22,517 22,517 24,383 13,284 35,451
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Explanatory notes to MBRR Table A2 - Budgeted Financial Performance (revenue and
expenditure by standard classification)

1.

Table A2 is a view of the budgeted financial performance in relation to revenue and
expenditure per standard classification. The modified GFS standard classification divides the
municipal services into 9 functional areas. Municipal revenue, operating expenditure and
capital expenditure are then classified in terms if each of these functional areas which enables
the National Treasury to compile ‘whole of government' reports.

Note the Total Revenue on this table includes capital revenues (Transfers recognised —
capital) and so does not balance to the operating revenue shown on Table A4.

Note that as a general principle the revenues for the Trading Services should exceed their
expenditures. The table highlights that this is the case for the Electricity function, but not the
Waste management function.

Other functions that show a deficit between revenue and expenditure are being financed from
rates revenues and other revenue sources reflected under Executive & Council.



Table 13 MBRR Table A3 - Budgeted Financial Performance (revenue and expenditure by

municipal vote)

KZN222 uMngeni - Table A3 Budgeted Financial Performance (revenue and expenditure by municipal vote}

201647 Medium Term Revenue &

Vote Description Ref| 2012113 20913014 201415 Current Year 2015116 .
Expenditure Fram ework
R thousand Audited Audited Audited Original Adjusted Full Year | Budget Year | Budgst Year | Budget Year
Cutcome Qutcome OQutcome Budget Budget Forecast 2016117 1 2017118 | +2 2018119
Revenue by Vole 1
Vole 1 - Execuiive and Council 107,688 112,815 195,694 186,039 189,021 189,021 225,824 241,742 251,595
Volz 2 - Finance 28,232 34,542 28,601 4,207 6,258 6,258 6,564 6,345 7,510
Vote 3 - Corporaie Services 1,382 1,023 3,026 1,187 1,156 1,156 1,233 1,300 1,386
Yotz 4 - Planning Services 357 b 628 1.031 1,004 1,004 1,030 1,094 1,158
Vote 5 - Communtly Services 9,303 28,434 27,435 35,893 31,48 31,481 32,867 32,504 34,356
Vote 6 - Technical Services 16,911 18,767 13,748 39,163 34,129 34,120 36,307 39,921 42,330
Vete 7 - Economic Dev elopment and Grow - - - - - - - - -
Vote 8 - Internal Audit 211 - - - - - - - -
Vote 8 - Elechicity 53,823 50,281 56,907 76,936 81,917 61,817 90,204 99,178 100,821
Vote 10 - [NAME OF VOTE 10] - - - - - - - - -
Vete 11 - [NAME OF VOTE 1] - - - - - - - - -
Vote 12 - [INAME OF VOTE 13 - - - - - - - - -
Vote 13 - [NAME OF VOTE 13 - - - - - - - - -
Vot 14 - [NAME OF VOTE 14] - - - - - - - - -
Vol 15 - {NAME OF VOTE 15) - - - - - - - - -
Toial Revenue by Vate 2 717,909 | 257,403 526,042 345,457 344,566 344,966 393,628 422,695 445,197
Expenditure by Vote fo be appropriated 1
Votz 1 - Executive and Council 23,496 57,318 39,654 36,314 36,137 36,137 50,756 53.723 56,894
Yote 2 - Finance 16,452 20,162 61,113 20,655 32,282 32,282 50,481 53,707 57,182
Vote 3- Corporaie Services 10,184 13,438 16,428 23,981 24,213 24,213 25,495 27.186 28,907
Vote 4 - Planning Services 8,375 6,603 9,463 8,884 8,737 8,737 6,616 6,652 7,089
Vete 5 - Community Services 67,652 64,238 39,307 49,464 47,182 47,162 47,768 45,508 48,352
Vote 6 - Technlcal Services 44,979 38,188 45,715 74,195 64,600 61,600 §2,223 54,944 69,056
Vote 7 - Economic Dev elopment and Grow t 2,307 2,303 2,300 2,627 2,405 2,405 2,614 2,799 2990
Vote 8 - intetnal Audit 1818 528 1,120 1,083 1,198 1,198 1,448 1,552 1,659
Vote 9 - Electricity 84,351 80,456 80,391 99,681 108,716 108,716 122,042 133,340 137,507
Vot 10 - [NAME OF WOTE 10} - - - - - - - - -
Voie 11 - [NAME OF VOTE 11] - - - - - - - - -
Vote 12 - [NAME OF VOTE 12] - - - - - - - - -
Vaote 13 - [INAME OF VOTE 13] - - - - - - - - -
Vote 14 - [NAME OF VOTE 14] - - - - - - - - -
Vote 15 - [NAME OF VOTE 15] - - - - - - - - -
[Total Expenditura By vote ] 250,623 763,230 799,494 317,168 122,489 322,449 368,448 AT 905,745
Syrplusi(Deficit) for the year 2 {41,713) (25,831) 26,548 28,274 22,517 22,517 24,383 33,284 35,451
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Explanatory notes to MBRR Table A3 - Budgeted Financial Performance (revenue and
expenditure by municipal vote)

1. Table A3 is a view of the budgeted financial performance in relation to the revenue and
expenditure per municipal vote. This table facilitates the view of the budgeted operating
performance in relation to the organisational structure of the Municipality. This means it is
possible to present the operating surplus or deficit of a vote. The following table is an analysis
of the surplus or deficit for the electricity trading service.

Table 14 Surplus/{Deficit} calculations for the trading services

Destription Pk K Rl L 014 it Hedium Term Ravenue & Expendifure Framesiatk
R thousand — putie Audited Outeome | Original Budget | Adjusted Budget | FullVear Forerast | Pro-util oufcome Bulgalar | Badge Ve Budqe! Year 2 20182019
Culeome | Qutcome e bkl

Total reveneu fincl cagital

grants and transkers 5957 5388 55,907 76,936 81917 81317 81317 90,204 9,119 100821
Operating Expenditure 81813 84351 80,456 &3 99,931 108,715 108,716 M 133,340 131507
Surplusf Defictfor the year 005 3058 -3.549 -1455 -18,064 -06,198 -26,798 -31.838 3161 -36,686
Perce ntage Surplus -37% -57% 4% 4% -22% -33% 3% -35% -Wh -36%

2. The electricity trading deficit is a major concern over the 2016/17 MTREF averaging -35
percent over the MTREF. This is primarily as a result of the high increases in Eskom bulk
purchases, distribution losses through tampering, theft, illegal connections and the tariff
setting policy of the municipality to buffer the impact of these increases on individual
consumers.

Note that the deficit an the electricity account is cross-subsidise by rates and other municipal
services.




Table 15 MBRR Table A4 - Budgeted Financial Performance (revenhue and expenditure)

KZN222 uMngenti - Table A4 Budgeted Financial Performance (reverue and expenditure}

2046117 Medlum Term Revenue &
bescription Ref{ 2012113 201314 201415 Current Year 2015/% )
Expenditure Framework
R thousand ’ Audtted Audited Audited Original Adjusted Full Year Pre-aydit | Budget Year | Budget Year | Budget Year
Quicome Qutcome Cuicome Budget Budget Forecast ouiceme 201817 +1 2087448 | +2 201811%
Revanue By Source
Property ralos 2 100,302 111,632 118,499 141,136 143,570 143,970 143,870 178,053 490,155 201,374
Property rales - penaliies & collacton charges 3,868 6,037 6,596 5,243 6,243 R 6,243 6,655 7,067 7,484
Service charges - slectricity revenus 2 48,718 51,842 52,718 68,177 71,427 71,427 .45 78,142 85,487 93,523
Service charges - water revenue Z - - - - - - - - - -
Sorvice charges - sanitafon revenus 2 - - - - - - - - - -
Ssrvice charges - refuse revenue 2 7,808 4,819 5,048 5,233 5171 5171 5171 5512 5,854 6,189
Servica charges - ofier - - - -
Renlal of fazilfies and equipment 833 728 a4 675 §73 673 673 716 764 300
Inierest eamed - external inv estnonts 829 1,849 2,74 1513 3,494 3.494 3,404 3725 3,956 4,189
Interest aamed - outstanding deblors 1,683 1,675 1,655 1,838 1,838 1,838 1,838 1,980 2,081 2,204
Dividonds received - - - - - -
Fines 5,678 24,203 21,642 30,372 22,435 22,435 22,635 23,916 25,399 26,887
Licences and parmits 1,516 2,045 2,655 2,425 3,226 3,226 3,225 3430 3,653 3,858
Agency sorvices - - - - .
Translers rocogrised - oparafional 40,598 48,265 47,728 51,426 56,642 56,642 56,642 61,469 66,945 85,705
Other revenus 2 5173 4,568 9,665 9,169 7,597 7,587 7.587 1,375 7.824 8,291
Gains on disposal of PPE . -
Total Revenue {exciuding capital transfers {7,908 257,403 270,783 318,208 322,717 Ly Izt 371,962 399,149 420,544
and contributions}
Expenditure By Type
Employes related costs 2 76,704 65,979 83,397 103,729 96,424 96,424 95,424 102,081 103,753 110,896
Remuneration of counciflors 5,465 5,145 6119 6,727 o T0e2 7.002 . 7082 7,763 8,151 ... B558
Debt impairmant 3 14543 - 2,453 22,033 214,462 22,100 22100 22,100 22,878 4297 |- 5730
Depreciation & assetimpairment 2 57,936 37,598 41,825 11,232 11,232 11,232 1,232 28,574 30,770 32,586
Finance chargss 4,587 4,297 4,303 4,760 4,760 4760 4,760 5127 5415} . 5,757
Buk purchases 2 60,562 65,893 72,286 80,432 88,632 88,632 88,632 96,954 406,078 116,050
Cther materiaks 8 ' - . . T o
Confractad services 115 1,950 3,110 10,249 2,128 12,128 12,128 12,52¢ 13,730 14,540
Transfers and grants 510 10,867 7,162 7.110 3,250 3,250 3,250 3,465 3,680 3,897
Other expendiure 4,5 34,470 60,444 58,260 71,481 76,831 76,831 76,831 89,255 93,507 91,722
Loss on disposal of PPE 2 9 -
Tatal Expenditure 259,623 283,234 299,434 317,183 322,449 322,449 322,440 369,445 389,411 409,745
Surptus/(Deficit) [41,713), (25,83} (28,701} 1,025 268 268 268 2,517 9,778 40,798
Transfers recognised - capilal 26,774 28,128 §5,249 47,249 22,249 22,249 22,248 21,866 23,506 24,853
Centributions recognised - capital 3 - - - - - - - - - -
Cantibuted assets - 39
Surplus/(Defici) after capital transters & {14,940) 2,436 26,548 28,274 22,517 22,517 22,517 24,383 33,284 35,451
contributlons
Tanafion H . .
Surplusi{Deficit) after taxation 114,580 P 76,548 8,378 75,517 TEETT FrXik 5,365 35,254 T5,457
Atributable to minotifes : s R ’ ’
Surplus!(Deficlt] atiributable to municipality {14,940) 2,436 26,548 28,274 22,517 2,517 22,517 24,383 33,284 35,451
Shars of surplus? {deficil) of assogiate [ ’ g . } : S
Surplus/(Deficit) for the year (14,9400 2,436 26,548 28,274 22,517 2257 22,517 24,383 33,284 35,451




Explanatory notes to Table A4 - Budgeted Financial Performance (revenue and
expenditure)

1.

Total revenue is R 371, 9 million in 2016/2017 and escalates to R 399, 1 million by 2017/2018.
This represents a year-on-year increase of 15, 0 per cent for the 2016/2017 financial year and
an increase of 7,3 per cent for the 2017/2018 financial year.

Revenue io be generated from property rates is R185,7 million in the 2016/2017 financial year
and increases to R197,2million by 2017/2018 which represents 49,4 per cent of the operating
revenue base of the Municipality and therefore remains a significant funding source for the
municipality. It remains relatively constant over the medium-term and tariff increases have
been factored in at 6 per cent for each of the respective financial years of the MTREF.
Services charges relating to electricity and refuse removal contributes to the revenue basket
of the Municipality totalling R83,6million for the 2016/2017 financial year and increasing to
R91,3 million by 2017/2018. For the 2016/2017 financial year services charges amount to 22
per cent of the total revenue base and increase to 23 per cent per annum over the medium-
term. This growth can mainly be attributed to the increase in the bulk prices of electricity.
Transfers recognised — operating includes the local government equitable share and other
operating grants from national and provincial government.

Buk purchases have significantly increased over the 2016/2017 ta 2017/2018 period
escalating from R 96,2 miflion to R 106,0 million. These increases can be atfributed {o the
substantial increase in the cost of bulk electricity from Eskom.

Employee related costs and bulk purchases are the main cost drivers within the municipality
and alternative operational gains and efficiencies will have to be identified to lessen the impact
of wage and bulk tariff increases in future years.
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Table 16 MBRR Table A5 - Budgsted Capital Expenditure by vote, standard ciassification

and funding source

KZN222 uMingeni - Table A5 Budgeted Capital Expenditure by vote, standard classification and funding

Vole Description

R thousand

Ref

2012113

20137t4

209414

Current Year 201516

2016¢47 Medium Term Revenue &
Expenditure Framework

Audited
Outcome

Audited
CQuicome

Audlted
Outcome

Original
Budget

Adjusted
Budget

Full Year
Forecast

Pre-audit

outcome

Budget Yoar
201617

Budget Yoar
+1 2017718

Budget Year
+2 2018119

Capita! expenditure - Vote

Wulti-yesr expenditure fo ke appropriafed
Vota 1 - Ex ecutive and Council

Volo Z - Finance

Volz 3 - Comorato Services

Vote 4 - Planning Services

Voie 5 - Community Services

Vete 6 - Technical Sarvices

Vote 7 - Economic Development and Growth
Vots 8 - Internal Audit

Vols 9+ Electricity

Vole 10 - [NAME OF YOTE 10}

Vota 11 - [NAME OF VGTE 11)

Vote 12 - [NAME OF VOTE 42]

Vote 13 - [NAME OF YOTE 13]

Vota 14 - [NAME OF VOTE 14)

Yota 15 - [NAME OF VOTE 15]

Gapital multi-year expenditure sub-total

Single-year expenditure fo be appropriated
Vota 1 - Executive and Cauncil

Vole 2 - Finance
Viote 3 - Corporale Services
Vate 4 - Planning Servicas
Vaole 5 - Community Services
Vale 6 - Technical Services
Viole 7+ Economic Devalopment and Grow th
Vais 8 - Intemal Audit
Vola 9 - Elocticity
Vots 10 - [NAME OF VOTE 10]
Vote 11 - [NAME OF VOTE 11]
Vole 12 - [NAME OF VOTE 12]
Vota 13 - [NAME OF VOTE 13)
Vots 14 - [NAME OF VOTE 14]
Vota 15 - [NAME OF VOTE 13]
Capital singla-year expenditure sub-tetal

L

2,462

30,008

875

zne
3,223
16,826

20,031

T8

127
266
20,031
3,728
20,044

79

127
266
20,031
3,728
20,044

135

178
139
82
114
2,251
26,176

186

122

197

128

26,858

Total Capital Expendlture - Vote

26,858

Capitst Expenditure - Standard
Gavernance and administration

Execulive and councit
Budgst and teaswry ofica
Corporate services
Community and publlc safaty
Gommunity and social services
Sport and recrealion
Public safely
Housing
Haalth
Economlc and environmental services
Planning and development
Road transport
Environmental protecon
Trading services
Elactricity
Water
Waste water management
Waste management
Gther

M, 532
2,462
29,070

1,603
B75

1,028

3,223

3,223

52,238

32,312

- 18,92
#15
1

3728

3,500

" 40,038
20,033
20,005

4

127 §.

266
3,728
228

3,500

40,036

20,04
20,005

135

1358 .

.

4M

127
266
3728
228
3,500

40,03%
20,031
20,005

2,251

-4,500
1,810

Y H

646

684

24,582
128

. 24,453
4000
7. 8,000

237 |

Total Capita) Expenditure - Standard

33,135

56,276

44,408

29,148

13,786

Funded by
National Government

Pravincial Gov ernment

District Municipally

Other transfers and grants
Transfers recognlsed - capltal
Public contrlbutions & donatlons
Borrowing
Internally generated funds

o

18,012
9,215

21,833
33,416

. R4
Ta,318

T 22,249

Tonm3e )

22,249
21,318

21,866

24,453

26,858

5007 |

35,248

1,027

43,367

-84

43,507

841

43,567

841

21,866

7,282 |

9,258

74,453

9,333

Total Capital Funding

6,658

33,135

56,276

44,408

34,409

44,408

28,143

32,764

33,786
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Explanatory notes to Table A5 - Budgeted Capital Expenditure by vote, standard
classification and funding source

1.

Table A5 is a breakdown of the capital programme in relation to capital expenditure by
municipal vote (single-year appropriations); capital expenditure by standard classification; and
the funding sources necessary to fund the capital budget, including information on capital
transfers from national and provincial departments.

The MFMA provides that a municipality may approve multi-year or single-year capital budget
appropriations.

Single-year capital expenditure has been appropriated at R29, 1 million for the 2016/2017
financial year and increases over the MTREF at levels of R32, 7 million and R33, 7 million
respectively for the two outer years.

Unlike multi-year capital appropriations, single-year appropriations relate to expenditure that
will be incurred in the specific budget year such as the procurement of vehicles and
specialized tools and equipment. The budget appropriations for the two outer years are
indicative allocations based on the departmental business plans as informed by the IDP and
will be reviewed on an annual basis to assess the relevance of the expenditure in relation to
the strategic objectives and service delivery imperatives of the Municipality. For the purpose
of funding assessment of the MTREF, these appropriations have been included but no
commitments will be incurred against single-year appropriations for the two outer-years.

The capital programme is funded from capital grants and contributions from the capital
replacement reserve. For 2016/2017, capital transfers totals R21, 8 million (75 per cent) and
escalates to R23, Smillion by 2017/2018 (100 per cent). Internally generated funding totaling
R7, 2million in 2016/2017.
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Table 17 MBRR Table A6 - Budgeted Financial Position

KZN222 uMngeni - Table A Budgeted Financial Position

2016/17 Medium Term Revenue &

Description Ref} 2012113 201314 201415 Current Year 2015116 .
Expenditure Framework
& theusand Audited Audited Audited Original Adjusted Full Year Pre-audit | Budget Year | Budget Year | Budget Year
Qutcome Cutcome Cutcoms Budgst Budget Forecast outcome 267 + 2017H8 | +2 2018119
ASSETS
Current assets
Cash 26 576 8,103 1,716 8,761 8,751 8,761 7,066 8,265 8,857
Cali inv astment deposits 1 14,849 29,798 38,548 25,210 16,228 16,228 16,228 15,160 24,334 29,552
Consumer dablors 1 35,588 32,515 31,354 78,128 78,129 78,129 78129 64,315 60,261 56,310
Qther deblors 1,303 9,362 8,340 - - - - - - -
Cument porion of long-larm receiv ables 2 - 8,268 - - - - - - -
Inv entory 2 56,832 - - 29,930 - - - - - -
Tatal current assets 108,916 80,352 94,612 134,983 103,118 103,118 103,118 90,441 52,979 94,728 |
Naon current assets
Leng-darm receiv ables - - - - - - - -
Invesiments | - - - - - - - -
Investment property 5,785 5,523 6,323 5,523 5,523 5,523 5,523 5,323 5323 5,323
Investment in Associals - - - - - - - -
Property, plant and equipment 3 771,695 775,384 788,876 756,982 802,087 802,087 802,087 778,784 770,294 762,825
Agricultural - - - - - - - -
Biological - - - - - - - -
Intangible 239 135 5 138 138 138 138 25 25 2%
Other mon-current assels 2,871 5,393 5,393 - - - - 5393 5303 5,393
Total nen cureenf assels 780,490 766,445 799,617 802,643 807,748 807,748 807,748 789,524 781,035 773,566
[TOTAL ASEETS 389,405 866,797 894,233 937,628 10,665 610,866 970,666 §79,066 874,018 BE6,354
LIABILITIES
Current llabliities
Bark overdraft 1 2,491 R . - 1. ] - : : .
Borrowing 4 6148 39| 0 327 4,635 2,660 2,650 " 2,650 2,805 2,973 3,152
Consumer deposits 2210 2,27 2,198 2,267 2,267 2267 2,267 | 2,132 2,068 2,008
Trade and oiher pay ables 4 43,519 43,881 41,156 25,557 16,670 16,670 16,670 17,048 14,491 13,042
Provisions CApsal 1,228 2,135 ’ 6,750 8,750 ‘6,750 7,195 7,620 8,039
Total cusrent fiabillties 55,431 50,574 48,778 32,459 28,337 28,331 28,337 29,181 27,153 26,239
Nen current liabilities
Bemrawing nre 33,064 29,022 33,509 29,022 29,022 29,022 26,372 23,566 23,593
Provisiens 38,342 44,411 48,379 5,072 19,080 19,080 19,080 19,147 21,524 23,462
[TGTal nan currant llabilities 71,068 7475 TE 5T TEH | 46,102 1,152 18,702 [LXEL T 41,055 |
TOTAL LTABILIWES 126,502 128,051 127,180 131 76,439 76,438 76,439 15,300 72,244 73,294
NET ASSETS § 762,904 738,746 767,053 866,497 834,427 834,427 834,427 804,655 801,770 795,004
COMMUNITY WEALTH/EQUITY
Accumulaled Surplus/(Deficl) - 619,752 ) 617,926 644,474 610,007 578,027 578,027 578,027 548,265 548,370 538,600
Reseryes 4 143,162 142,579 142,579 256,400 266,400 256,400 256,400 256,400 256,400 256,400
TOTAL COMMUNITY WEALTH/EQUITY 5 162,904 760,505 787,052 866,497 834,427 834,427 834,427 804,665 801,770 795,001

Explanatory notes to Table A6 - Budgeted Financial Position

1. Table A8 is consistent with international standards of good financial management practice,
and improves understandability for councilors and management of the impact of the budget
on the statement of financial position (balance sheet).

2. This format of presenting the statement of financial position is aligned to GRAP1, which is
generally aligned to the international version which presents Assets less Liabilities as
*accounting” Community Wealth. The order of items within each group illustrates items in
order of liquidity; i.e. assets readily converted to cash, or liabilities immediately required to be
met from cash, appear first.

3. Table 61 is supported by an extensive table of notes (SA3 which can be found on page
102)providing a detailed analysis of the major components of a number of items, including:

+ Call investments deposits;
+ Consumer debtors;

+ Property, plant and equipment;

» Trade and other payables;
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+ Provisions non-current;
» Changes in net assets; and
 Reserves

4, The municipal equivalent of equity is Community Wealth/Equity. The justification is that

5.

ownership and the net assets of the municipality belong to the community.

Any movement on the Budgeted Financial Performance or the Capital Budget will inevitably
impact on the Budgeted Financial Position. As an example, the collection rate assumption
will impact on the cash position of the municipality and subsequently inform the level of cash
and cash equivalents at year end. Simiiarly, the collection rate assumption shouid inform the
budget appropriation for debt impairment which in turn would impact on the provision for bad
debt. These budget and planning assumptions form a critical link in determining the
applicability and relevance of the budget as well as the determination of ratios and financial
indicators. In addition the funding compliance assessment is informed directly by forecasting
the statement of financial position.
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Table 18 MBRR Table A7 - Budgeted Cash Flow Statement

Explanatory notes to Table A7 - Budgeted Cash Flow Statement

1. The budgeted cash flow statement is the first measurement in determining if the budget is

funded.

2. It shows the expected level of cash in-flow versus cash out-flow that is likely to result from the
implementation of the budget.
3. The 2016/2017 MTREF provides for a further net increase in cash of R1,1 thousand for the
2016/2017 financial year resulting in an overall projected positive cash position of
R26,1 million at year end.
4. The 2016/2017 MTREF has been informed by the planning principle of ensuring adequate
cash reserves over the medium-term.
5. Cash and cash equivalents totals R26, 1million positive as at the end of the 2016/2017
financial year and increase to R32, 6million by 2017/2018.

KZN222 uMngeni - Table A7 Budgeted Cash Flows

2016/17 Medium Term Revenue &

Description Refl 201213 201314 2014145 Current Year 2015116 .
Expenditure Framework
R thousand Audited Audited Audited Driginal Adjusted Full Year Pre-audit | Budget Year | Budget Year | Budget Year
Oufcome | Outcome | Outcome Budget Budget Forecast autcome 201617 + 201748 § +2 201819
[CASA FLOW FROM OPERATING ACTIVITIES
Receipts
Properly rates, penalfies & collecion charges 98,464 104,189 126,096 130,688 3187 - 12187 132,187 163,423 173,555 123,795
Service charges 53,135 51,944 57,768 63,867 54,546 " BASHE 64,546 13,615 B0,380 87,156
Other revenue . 58,157 50,904 20,031 27,601 27,308 27,308 27,308 24,998 26,545 28,112
Government - operafing A28 50,877 S 477 §1,42%6 56,426 55,426 56,426 §1,469 66,945 65,705
Govemment - capital . 24,384 2,128 45,249 27,249 22,249 22,249 22,249 21,866 23,508 24,653
hierest 6,690 3,524 e 3912 3,494 3,494 3,494 5,449 5,787 6,129
Dividends b - - - - - - -
Payments
Suppliers and employes (o789 (504 @asen] o @euTET|  @81AON|  (BLIOTY  (BLIOD|  (u00Y)|  (B2205 (341756
Financa charges (5,992) (4,297) {3,675) {4,760) (4,760} (4,780} 4,760) {5,127) {5,445) (5,767)
Transfers and Grants {7,463 {7.119) (3,250} 3,250) (3,250) {3,465) (3,680) (3.80m
[NET CASH FROM/{USED) OPERANNG ACTVITIES 6,452 59,099 T35 30,283 17,083 17,083 77,093 33,225 EPRST] LY
CASH FLOWS FROM INVESTING ACTWITIES
Receipts
Proceeds on dispasal of PPE - - - - - - - - -
Decrease {increase) in non-current deblors - - - - S s - - - -
Decrease [increase) ofver non-cument receiv ables - e : - C- - - - - -
Decrease [increase) in non-current inv estments - © {14,549 148 - 8,234 8,244 8,234 - - -
Payments T )
Capital assets {24.3540F . (36,668) ool . ram o sd00 - ads0m|  @a409) (29,148) (32,764 {35,786)
ET CASH FROM/[USED) INVE ACTIVITIES {24,364) (16T 0,827 (27,289) @5,173) 6T (6,175} {25,148} 132,764} {35,T88)
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts
Shiort term loans - - -
Borrowing long term/refinancing F P T T PR T AR - - -
Increase {decrease) in consumer deposfls L) | ORI -} RERRR | ] {135 {64) (62)
Payments ' o
Repayment cf boawing SRPE)) M XL (L5600 (2.8500F (26500 (26500 . (2.650) (2,805) (2,973 (3,152)
INET CASH FROMIUSED] FINANGING AGTVITIES 12,368) [T [FEE 1%,650) 2,580 12.58%) [FXi1)] 12,940] RN [EFILY)
NET INCREASE/ (DECREASE) IN CASH HELD 3,720 15,037 (573) 184 {21,663} (21,663) {H,663) 1,137 6,373 5,120
Cashicash equivalents atthe year begin: 2| 0| L R BET| 8T . AeEs2|c  48ES2| 46652 4,989 6,12 32,699
Cashicash equivelents at the year end: 2 2.275) 12,763 8103 6761 24989 24,989 24,499 26,126 32,699 38,418
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Table 19 MBRR Table A8 - Cash Backed Reserves/Accumulated Surplus Reconciliation

KZN222 uMngeni - Table AB Cash backed reservesfaccumuiated surplus reconciliation

201617 Medium Term Revenue &

Description Reff 2012113 01314 201415 Gurrent Year 201516 )
Expenditure Framework
f thausand Audited Audited Audited Qriginal Adjusted Fuil Year Pre-audit | Budget Year { Budpet Year | Budget Year
Qutcome Quicome Quicome Budget Budget Forecast outcome 201517 +1 209718 | +2 2018/18

Cash and investments avallable

Cashfcash equivalents at the y aar end 1 {2,275} 12,763 8,103 8,781 24,985 24,988 24,989 26,126 32,608 38,419

Other currentiny estments > 90 days 14,849 2571 38,548 16,165 0 1] 0 - - -

Non current assels - Investments 1 - - - - - - - - - -
Cash and lnvestments available: 12,574 38,474 46,652 26,926 24,389 24,989 24,989 26,126 32,699 38,419
Application of cash and investments

Unspent condifional ransfars 12,814 17,831 22,223 - - - - - - -

Unspent barrawing - - - - - - - - -

Statory requirements Z

Otnar working capltal requirements 3 (15,678) (16,478) (18,814) (30,873) {49,082} (48,892) {49,892} (37,898) (37,011 (35,0800

Othar provisions

Long ferm investments committed 4 - - - - - - - - -

Reserves io be backed by cashiinvesiments 5
Total Application of cash and investments: [FRL] 1353 7,508 3,879 [ZEREH] [(LERTE) [LECT) [37,588) B7a)
Surplus{sharifail] 15,438 EIRFi 43,543 66,793 74,961 74,961 14,581 54,014 69,710
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Explanatory notes to Table A8 - Cash Backed Reserves/Accumulated Surplus
Reconciliation

1.

2.

The cash backed reserves/accumulated surplus reconciliation is aligned to the requirements
of MFMA Circular 42 — Funding a Municipal Budget.

In essence the table evaluates the funding levels of the budget by firstly forecasting the cash
and investments at year end and secondly reconciling the available funding fo the
liabilities/commitments that exist.

The outcome of this exercise would either be a surplus or deficit. A deficit would indicate that
the applications exceed the cash and investments available and would be indicative of non-
compliance with the MFMA requirements that the municipality’'s budget must be “funded”.
Non-compliance with section 18 of the MFMA is assumed because a shortfall would indirectly
indicate that the annual budget is not appropriately funded.

From the table it can be seen that for the period 2012/2013 to 2016/2017 the surplus improved
from R15, 4 million to R 64,0million.

Considering the requirements of section 18 of the MFMA, it can be concluded that the adopted
2016/2017 MTREF was funded owing to the significant surplus.

As part of the budgeting and planning guidelines that informed the compilation of the
2016/2017 MTREF the end objective of the medium-term framework was to ensure the budget
is funded aligned to section 18 of the MFMA.
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Tabie 20 MBRR Table A9 - Asset Management

KZN222 uMngeni - Table A9 Asset Management

Drescription

R thousand

Ref

201213

201314

201415

Current Year 2015116

2016117 Medlum Term Revenue &
Expenditure Framewark

Audited
Qutcome

Audited
Cutcome

Audited
Oulcome

Original
Budget

Adjusted
Budget

Full Year
Forecast

Budget Year
+t 2017118

Budgetl Year
+2 2018/1%

Budget Year
2016117

CAPITAL EXPENDITURE
Jotal New Assats
Infrastructura - Road transport
Infrastructure - Electricity
Infrastructure - Water
Infrastmucture - Sanitation
Infrastructure - Cther
Infrastruciure
Cemmunity
Heritage assats
Inv esiment properies
Cther assets
Agricultural Assets
Blological assets
Intangibles

Total Renewa! of Existing Assels
Infrasinicture - Read transport
Infrastivcture - Electricity
infrastricture - Water
Infrastructure - Sanifation
infrastucture - Other

Infrastructire
Community

Heritage assels

Inv estment properies
Other asssts
Agriculiural Assels
Biologival assets
Intangibles

Total Capltal Expenditure
infrastuctuns - Road transport

Infrastructure « Electricily
Infrastnicture - Water
infrastnictura - Senitation
Infrastructure - Qther
Infrastructure
Cormmunity
Heritage asseis
Investment properties
Other assets
Agricuttural Assets
Biological assets
Intangibles

26,858
26,858

28,128
25,091
575

27,248
18,748
5,000

40,500
20,005
135

20,140

18,927

26,858

20,005
135

20,140

19,927

841

TOTAL CAPITAL EXPENDITURE - Asset class

26,858

28,128

4D,909

ASSET REGISTER SUMMARY - PPE {WDV}
Infrastructure - Road transport
Infrastructure - Electricily
infrastructure - Water
Infrastnictuns - Saniation
infrastiucture - Other

Infrastructure

Community

Heritage assets

Investment properiies

Other assets

Agriculural Assets

Biologleal assets

Intangibles

476,360
57,587

481,935
54,673

20,005
135

20,005
135

536,608
5,333
5,523

222,134

138

5,323

138

20,140
13,346
64,959
5,523
715,697

138

20,140
13,346
64,959
5,523
715,687

138

5,323 5,323 5,323

26 25 25

TOTAL ASSET REGISTER SUMMARY - PPE (WD

769,733

anz, 643

819,802

§19,502

5,348 5,348 5,348

EXPENDITURE OTHER ITEMS
Depreciation & asset impainment

Infrastructure - Road transport
Infrastructure - Electricly
Infrastructure - Water
Infrastructure - Sapitation
Infrastructure - Other

Infrastructure

Community

Heritage assels

Investment properties

Othar assels

Repairs and Malntenance by Asset Class

37,598
6,333

11,232
24,741
9,125
5,674

11,232
25,103
9,125
5,574

11,232

28,972 30,770 32,586

5 7

14,699
10,042

14,699
14,404

TOTAL EXPENDITURE OTHER ITEMS

43,931

41,825

35,973

37,335

11,232

28,974 3770

R&M as a % of PPE
Ranewal and R&M as a % of FPE

Renewal of Existing Assets as % of total capex
| Renewal of Existing Assets ax % of deprecn®™

0.0%
0.0%
0.8%
1.0%

0.0%
0.0%
0.0%
0.0%4

0.0%
0,0%
3.1%
3.0%

0.0%
0.0%
3.3%
3.0%

0.0%
0.0%
0.0%
0.0%

a.0%
0.0%
0.0%
0.0%

0.0%
0.0%
0.0%

0.6% 0.0%




Explanatory notes to Table A8 - Asset Management

1. Table A9 provides an overview of municipal capital allocations to building new assets and the
renewal of existing assets, as well as spending on repairs and maintenance by asset class.

2. National Treasury has recommended that municipalities should allocate at least 40 per cent
of their capital budget to the renewal of existing assets, and allocations to repairs and
maintenance should be 8 per cent of PPE, however uMngeni is unable to comply with the
above due fo cash limitations.

3. The following graph provides an analysis between depreciation and operational repairs and
maintenance over the MTREF. |t highlights the Municipality’s strategy to address the
maintenance backlog.
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Table 21 MBRR Table A10 - Basic Service Delivery Measurement

KZN222 ubMngenl - Tahle A10 Basic service delivery measurement

Desctiplion

Ret

201213

201314

2014145

Curtent Year 2015/15

2016/17 tedium Term Revenua &
Expenditure Framewn:k

Quicome

Quicame

Dutcame

Qriginal
Budgat

Adfusted
Budget

Full Year
Frrecast

Budget Year
2016017

Budygel Year
+ 017118

Budget Year
12 2018118

Household service targets
Water:
Piped w sl inside dw eling
Piped wetar Inside ysrd (bt nolin dw elling)
Using public tap [atleastmin.service level)
Other water supply {atleast min service level)
Minimum Service Level and Above sub-fofal
Using public tap {< min.zertice laval)
Cther walsr supply (< min.servies level)
No waler supply
Below Minimum Service Level sub-fofaf
Tatal number of households

SanHalicn/sewerage:
Flush tollet {confiec ted bo sewerage)
Flush toilet {wih seplc tank)
Chemical loilet
Pit loilat {v entlaled)
Otner toilet provisions (> min.seivice level]
Minimum Service Lavel and Above sub-lolal
Buckel tifsl
Otnar toilel provisions (< min.servics level)
Nao milat pravisions

Below Minimum Service Level sub-tofal
Total pumber of households

Enargy:
Elechicity (at lsast min. survics leve!)

Electricity - prepaid {min.service lev el)

Minimum Service Leve! and Above sub-tatal
Electricity (< min.service levsal}
Electicity - prepeid {* min. service kv el)
Other anargy sourcas
Below Minimum Service Level sub-total
Total number of heuseholds

Rafuse:
Removed al least onca 8 waek
Minimum Service Level and Abave sub-folal
Removed less fequenty than once a week
Using commudal refuse dump
Using ow n refuse dump
Cther rubbish dsposal
No rubbish disposal
Below Minimum Sevice Level sub-lotal
Total number of houssholds

Households receiving Free Basic Service
Waler (8 kilollbes per houssheld per month)

Sanitation {free minimum lavel servica)
Electicity fother enetgry (S0kwh per househald per month)
Refuse {removed atlsast once 8 week)

Cost of Fres Bayle Services arevided - Formal Settlaments [R'008)

Water (G kllolires psr indlgent household per month)

Sanilation [Fee senlialon servica b indigent houssholda)

Efscticlly folher enengy (58kwh per indigent household per menth)

Refusa (removed once & week Jor indigent houssholde)
Cost of Frea Basic Services provided - Infarmal Formal Settiements (R'000)
Tolal cost ¢f FES provided

Highest level of ree service provided per housebatd
Property ratss (R value hrashold)

Water (kilalires per howeahald per month)

Sanitatien [kilolires per household per manth)
Sanitation {Rand par household par month)

Electicity (kwh per household per month)

Refuss (averaga lires per wesk)

Revenue cost of wubsaldised services provided (R'009)

Property rales (tariff adfustment) ( Impermlasable values per section 17 of MPRA)
Property retes exemplions, raducions end ebaiss and impermizsabla values in
excexs of wection 17 of MPRA)
Water (in excess of 6 kilolitres per indigent household per menth}
Sanitation {In excess of free sanitaifon wervice to [ndigeat households)
Elactricity folner energy (in excess of 50 kwh per ndigent heuseheld per menth)
Realuse (In excess of one samoval s week for Indigent households)
Municipal Housing « rental rmbatas
Housing - top siuchure subsidas
Othar

Total revenue cost of subsigived services provided

48,935

44 168

3,250
5150

48,935

38,002

5,150

48,935

38,002

5150

38,002

5,150

36,415

5,489

1,354

33,558

35,613

101,503

92,087

92,087

43,152

41,904

44,502
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Explanatory notes to Table A10 - Basic Service Delivery Measurement

1.

2.

Table A10 provides an overview of service delivery levels, including backlogs (below minimum
service level), for each of the main services.
The Municipality continues to make good progress with the eradication of backlogs:

a. Electricity services — backlog has been reduced. As indicated elsewhere, the
emphasis in the electricity sector is on addressing urgent network upgrades. Once
the most pressing network issues have been addressed, the electrification programme
will be prioritised, with all households in rural areas budgeted to be electrified in
2015/16.

b. Refuse services — It should be noted that this function is being investigated with a view
to realising greater efficiencies, which is likely to translate into a more rapid process to
address backlogs.

The budget provides for 8000 households to be registered as indigent in 2014/15, and
therefore entitled to receiving Free Basic Services. The number is set to increase to 3500
households given the rapid rate of in-migration to the Municipality, especially by poor people
seeking economic opportunities.

It is anticipated that these Free Basic Services will cost the municipality R7,4 million in
2016/2017, remaining at R 7,4million in 2016/2017 at current tariffs. This is covered by the
municipality’s equitable share ailocation from national government.

In addition to the Free Basic Services, the Municipality alsc ‘gives’ households R53,9 million
in free services in 2016/2017, and remains at R53,9 million in 2017/2018 at current tariffs.
This “tax expenditure’ needs to be seen within the context of the municipality’s overall revenue
management strategy — the more the municipality gives away, the less there is available to
fund other services. Currently, the ‘free services’ represent about 8 per cent of total operating
revenue.
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Part 2 - Supporting Documentation

2.1 Overview of the annual budget process

Section 53 of the MFMA requires the Mayor of the municipality to provide general political
guidance in the budget process and the setting of priorities that must guide the preparation of the
budget. In addition Chapter 2 of the Municipal Budget and Reporting Regulations states that the
Mayor of the municipality must establish a Budget Steering Committee to provide technical
assistance fo the Mayor in discharging the responsibilities set out in section 53 of the Act.

The Budget Steering Committee consists of the Municipal Manager and senior officials of the
municipality meeting under the chairpersonship of the Mayor.

The primary aim of the Budget Steering Committee is to ensure:

» thatthe process followed to compile the budget complies with legislation and good budget
practices;

o that there is proper alignment between the policy and service delivery priorities set out in
the Municipality’s IDP and the budget, taking into account the need to protect the financial
sustainability of municipality;

» that the municipality’s revenue and tariff setting strategies ensure that the cash resources
needed to deliver services are available; and

s that the various spending priorities of the different municipal departments are properly
evaluated and prioritised in the allocation of resources.

2.11 Budget Process Overview

In terms of section 21 of the MFMA the Mayor is required to table in Council fen months before
the start of the new financial year (i.e. in August 2016) a time schedule that sets out the process
to revise the IDP and prepare the budget.

The Mayor tabled in Council the required the IDP and budget time schedule in August 2015. Key
dates applicable to the process were:
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Aligned process | Activiles Targef dotes Responsihiy Quiputs

P UMDM IDP Subv-cluster meefing | 07/07/2015 IDP Mancger Process Plon Framewor

IDP-3UDGET-OPMS | Prepare Droft 20162017 Process | 10-24/07/2015 | IDP Momager Draft Process Plon
Fian

IDP MEC Panel assesses submitted | 27/07/2015%0 | MEC Porel MEC commens of
2015-1014 IDP Review 30,0901 submitted IDP Review

0P S Drafi 20162017 Process 3 31/0772015 ICP Manager Lefter of
Planto COGTA for comments acknowledgement

OPMS Sioned 534 & 357 Managers | 31/07/2015 Muriciool Manage, Signed Performance
Performance Agraemens PMS Manager ageements

IDP Collect datatoreview Stafus | 14/08/2015 IDP Manager Verfied data and staius
Quo of municiplty QU0 repor

IDP-BUDGEI-OPMS | Assess staus of sector plans and | 23/08/2015 IDP Manager Updated fable indicating
poicies status of reviewed sector

plans and policies

OPMS Droff 2014-2015 Annucl 280872015 Muricinal Mnager Drat 20142015 Annual
Performance Report PMS Monager Perfomnance Repor

IDP-3UDGET-OPMS | Submissiors and adopfionof | 31/08/2015 IDP Manager, GM: Economic Adopted Process Plan
Process Plan fo af relevan Development & Planning, with council resoluficn
council commitiees Honaurable Moyor

IDP-BUDGET-OPMS | Pubdc nefice on the adopfion | 02-23/09/2015 | Communications Manager Public nofice of acopted
of Process Plon ' Procass Plan

IDP UMDM IDP Sub-cluster meefing | 16/08/2015 IDP Manager Draft Status Guo repor

and data alignment

IDP-BUDGET-OPMS | Subrmission of adopled Process | 25/09/2015 ID? Manager leiter of
Planto COGTA acknowledgernent

0P Planning Indaba / MEC Panel | 30/08/2015 IDP Manager Assesiment feedback
feedback

BUDGET 2015-201 First Querter Buiget | 29/10/2015 CF0, Budgei Manager Bucdget review report
Review

IDP Submission of Stctus Quo report | 30/09/2015 IDP Mnager, GM: Economic Status Quoreport foal
toall relevant councl Development & Planning relevant counci
commiiees commilteas

OPMS Intemel Auditorreporison | 300972015 Municinal Manager, Infemal Audit | Quorterly performance
perfomance information fo be Monager repor
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ID? IDP Representctive Forum 031012015 Honourable Mayor, GM: Economic | Present Status Quo repart
Development & Planning, and feedback on curent
ICP Monager IDP Review
IDP Review municipalshategic | 04181172015 | MANCO, EXMANCO Repart on reviewed
objecives shrategies
IDP-BUDGE-OPMS | Develop measurable objectives | 19-30/11/2015 | Interaci depariments Deparimenialinpufs
for the next fncnciof year
including hudge! provison
% UMD IDP Sub-cluster meefing | 20/11/201% IDP Manager Aignment of sirategies
[epors
OP UMDM IDP Represniafve | 27/11/2015 IDP Monager Alignment of progrommes
Forum
0P Strotegies report fo relevont | 30/11/2015 IDP Manager, GM: Economic Siradegies report
councl committees Development & Plonning presented fo council
commitiees
P IDP Best Practice Conference | To be confimed | IDP Manager Presentations cn best
prectice
IDP Prioriisation of projects /1202015 Word committees Priodfisation [sfintegrated
info IDP
IDP-BUDGET Inferdeparimental Budge! | 2012/2013 Intemal depariments Deparimental inpuls
inputs for 2016-2017 financial Budge! Manager
year
OPMS Inemal Auctor reports on N5 Municipal Manager, Monger. Quarterly performance
performance information fo be Infemal Aucit feport
submilted fo the MM and the
Audit Committee
BUDGET-OPMS | 2015-2018 mickyear budget and | 27/01/2018 CFO, Budget Manager Mid-year performance
perfarmance assessment teport
[DP-BUDGET-OPMS | Alignmen of Drafi DPand | O1-29/02/2016 | Internal depariments Draft BP, Budget and
Budget towaords Droft SDBP IDP Manager SDBIP
IDP COGTA departmental sector | 12/02/2016 IDP Manager Depariment programmes
alignment sessions feport
BUDGET Budgjet mickerm review 4100206 CFO, Budget Manager MicHem budge! review
feport




IDP-BUDGET-OPMS ¢ Submission and taibing of Draft | 01-30/03/2016 | Honourable Mayor, Ful Councl | Draft 20:6-20171DP
2016-2017 0P Review, Mul- Review, Mulfi-yeor Budget
vear Budget and SDBIF o ol and SDBIP with council
relevani counci commitiees resolufions

IDP-BUDGET-OPMS | Submission of Draft 20162017 | 31632016 IDP #anoger, Budget Manager, | Lefters of
IDP Review, Draft Mukk-year PMS Mancger acknowledgement
Budge! and Drafl $D8IP to
relavant sector departmens

IOP UMDA IDP Sub- cluster meeting | 01042016 10P Manager Sell-Assessent fool

P I0P Representative Forum 0410412016 Honourable Mayor ond oll rlevant | Presenfation of Droft iDP

intemal departmental pesonngl | Review

IDP-3UDGET-OMPS | Presentafion of Draft 2016-2017 | 05-29/04/2016 | Honouroble Mayor and af refevont | Register and minufes of
IDP Review and Drcft Multi-vear infemol deparimenial personnel | publi inpu's
Bucget to communtlies in ol
Wards

IDP-BUDGET-OPMS | Public nofice on tabled fems | C4/04/2016 Communications Manager Public nofice
including a schedule of publc
mefings

IDP IDP Assessment feedback 042018 COGTA Report of assessment
Session feeaback

IDP-BUDGET Incorporate sfakenolder DI04014 IDP Monager, Budgst Manager | Incosporate comments
comments ¢n Draff DP Review info fincl 1P Review and
and Mulfyear Budget Mulfivecr Budge!

ID? Convening of decentralied IDP | Tobe confirmed | IDP Manager IDP assessmen report
Assessment Forums

IDP-BUDGET-OPMS | Tabing and adloption of 2016- | 26/05/2016 Honourable Mayor Adopted 2016-2017 [DP
2017 IDP Review and Muliyvear Review and Mulfi-year
Budget Budget with council

resolution

IDP-BUDGEF-OPMS | Adclress AG comments onthe | 31/05/2018 MANCO Response iable
AnnualReport of the previous
financial yaar

IDP Public Nofice on adapfed 2016- | 01/06/20i6 Cormmunications Monager Public Nefice

2017 0P Review and Muliiyear
Budge!
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2.1.2 IDP and Service Delivery and Budget Implementation Plan

A third generation |DP document has been compiled and it started in July 2011 after the tabling
of the IDP Process Plan and the Budget Time Schedule for the 2016/2017 MTREF in July.

The Municipality’s IDP is its principal strategic planning instrument, which directly guides and
informs its ptanning, budget, management and development actions. This framework is rolied out
into objectives, key performance indicators and targets for implementation which directly inform
the Service Delivery and Budget Implementation Plan. The Process Plan applicable to the fourth
revision cycle included the following key IDP processes and deliverables:

. Registration of community needs;
. Compilation of departmental business plans including key performance indicators and
targets;

Financial planning and budgeting process;

Public participation process;

Compilation of the SDBIP, and

The review of the performance management and monitoring processes.

s = & »

The IDP has been taken into a business and financial planning process leading up to the
2016/17MTREF, based on the approved 2016/2017MTREF, Mid-year Review and adjustments
budget. The business planning process has subsequently been refined in the light of current
economic circumstances and the resulting revenue projections.

With the compilation of the 2016/17 MTREF, each departmentfunction had {o review the business
planning process, including the setting of priorities and targets after reviewing the mid-year and
third quarter performance against the 2015/16 Departmental Service Delivery and Budget
Implementation Plan. Business planning links back to priority needs and master planning, and
essentially informed the detail operating budget appropriations and three-year capital programme.

2.1.3 Financial Modelling and Key Planning Drivers

As part of the compilation of the 2016/2017 MTREF, extensive financial medelling was undertaken
to ensure affordability and long-term financial sustainability. The following key factors and
planning strategies have informed the compilation of the 2016/2017 MTREF:

. Municipality growth

. Policy priorities and strategic objectives

. Asset maintenance

. Economic climate and trends {i.e. inflation, Eskom increases, household debt, migration
patterns)

Performance trends

The approved 2016/2017 adjustments budget and performance against the SDBIP

Cash Flow Management Strategy

Debtar payment levels

Loan and investment possibilities

The need for tariff increases versus the ability of the community to pay for services;
Improved and sustainable service delivery



in addition to the above, the strategic guidance given in National Treasury's MFMA Circulars 66
and 67 have been taken into consideration in the planning and prioritisation process.

2.1.4 Community Consuitation

The 2016/2017 MTREF will be tabled before Council on 30 March 2016 for community
consultation and will be published on the municipality's website, hard copies will be made
available at municipal offices, municipal notice boards and various libraries.

All documents in the appropriate format (electronic and printed) will be provided to National
Treasury, and other national and provincial departments in accordance with section 23 of the
MFMA, to provide an opportunity for them to make inputs.

There will be ward committee meeting to present the budget in the Council on the 13" April 2016
and Imbizo that will combine all the Wards on the 15" April 2016 in Howick West Indoor Centre.

2.2 Overview of alignment of annual budget with IDP

The Constitution mandates local government with the responsibility to exercise local
developmental and cooperative governance. The eradication of imbalances in South African
society can only be realized through a credible integrated developmental planning process.

Municipalities in South Africa need to utilise integrated development planning as a method to plan
future development in their areas and so find the best solutions to achieve sound long-term
development goals. A municipal IDP provides a five year strategic programme of action aimed at
setting short, medium and long term strategic and budget priorities to create a development
platform, which correlates with the term of office of the political incumbents. The plan aligns the
resources and the capacity of a municipality to its overall development aims and guides the
municipal budget. An IDP is therefore a key instrument which municipalities use to provide vision,



leadership and direction to all those that have a role to play in the development of a municipal
area. The IDP enables municipalities to make the best use of scarce resources and speed up
service delivery.

Integrated developmental planning in the South African context is amongst others, an approach
to planning aimed at involving the municipality and the community to jointly find the best solutions
towards sustainable development. Furthermore, integrated development planning provides a
strategic environment for managing and guiding all planning, development and decision making
in the municipality.

it is important that the IDP developed by municipalities correlate with National and Provincizal
intent. It must aim to co-ordinate the work of local and other spheres of government in a coherent
plan to improve the quality of life for all the people living in that area. Applied to the Municipality,
issues of national and provincial importance should be reflected in the IDP of the municipality. A
clear understanding of such intent is therefore imperative to ensure that the Municipality
strategically complies with the key national and provincial priorities.

The aim of this revision cycle was to develop and coordinate a coherent plan to improve the quality
of life for all the people living in the area, also reflecting issues of national and provincial
importance. One of the key objectives is therefore to ensure that there exists alignment between
national and provincial priorities, policies and strategies and the Municipality’s response to these
requirements.

The national and provincial priorities, policies and strategies of importance include amongst
others:

Green Paper on Nafional Strategic Planning of 20089;
Government Programme of Action;

Development Facilitation Act of 1995;

Provincial Growth and Development Strategy (PGDS);
National and Provincial spatial development perspectives;
Relevant sector plans such as transportation, legislation and palicy;
National Key Performance Indicators (NKPIs);
Accelerated and Shared Growih Initiative (ASGISA);
National 2014 Vision;

. National Spatial Development Perspective (NSDP) and

. The National Priority Cutcomes.

The Constitution requires local government to relate its management, budgeting and planning
functions to its objectives. This gives a clear indication of the intended purposes of municipal
integrated development planning. Legislation stipulates clearly that a municipality must not only
give effect to its IDP, but must also conduct its affairs in a manner which is consistent with its IDP.
The following table highlights the IDP’s five strategic objectives for the 2016/2017 MTREF and
further planning refinements that have directly informed the compilation of the budget:

Table 22 IDP Strategic Objectives

2016/2017 Financial Year 2016/2017 MTREF
1. The provision of quality basic servicesand | 1.  Provision of quality basic services and
infrastructure infrastructure




2. Acceleration of higher and shared | 2. Economic growth and development that leads to

economic growth and development sustainable job creation
3. Fighting of poverty, building clean, | 3.1 Fight poverty and build clean, healthy, safe and
healthy, safe and sustainable communities sustainable communities

3.2 Integrated Sccial Services for empowered and
sustainable communities .

4. Fostering pariicipatery democracy and | 4. Foster participatory democracy and uMngeni

adherence to uMngeni principles through a principles through a caring, accessible and
caring, accessible and accountable accountable service
service

5. Good governance, Financial viability and | 5.1 Promote sound governance
institutional governance 5.2 Ensure financial sustainability

5.3 Optimal institutiona! transformation to ensure
capacity fo achieve set objectives

In order to ensure integrated and focused service delivery between all spheres of government it
was important for the Municipality to align its budget priorities with that of national and provincial
government. All spheres of government place a high priority on infrastructure development,
economic development and job creation, efficient service delivery, poverty alleviation and building
sound institutional arrangements.

Local priorities were identified as part of the IDP review process which is directly aligned to that
of the national and provincial priorities. The key performance areas can be summarised as follows
against the five strategic objectives:

1. Provision of quality basic services and infrastructure which includes, amongst others:

e}

o 0 0 00

Provide electricity;

Provide waste removal;

Provide housing;

Provide roads and sform water;

Provide Municipality planning services; and
Maintaining the infrastructure of the Municipality.

2. Economic growth and development that leads to sustainable job creation by:

o]
o]
o]

Ensuring the is a clear structural plan for the Municipality;

Ensuring planning processes function in accordance with set timeframes;
Facilitating the use of labour intensive approaches in the delivery of services and
the building of infrastructure.

3.1 Fight poverty and build clean, healthy, safe and sustainable communities:

Q
o]

cC CcC OO0

o]

Effective implementation of the Indigent Policy;

Working with the provincial department of health to provide primary health care
services;

Extending waste removal services and ensuring effective Municipality cleansing;
Ensuring alt waste water treatment works are operating optimally;

Working with strategic partners such as SAPS to address crime;

Ensuring save working environments by effective enforcement of building and
health regulations;

Promote viable, sustainable communities through proper zoning; and

Promote environmental sustainability by protecting wetlands and key open spaces.




3.2 Integrated Social Services for empowered and sustainable communities
o Work with provincial departments to ensure the development of community
infrastructure such as schools and clinics is properly co-ordinated with the informal
settlements upgrade programme

4, Foster participatory democracy and uMngeni principles through a caring, accessible and
accountable service by:
o Optimising effective community participation in the ward commitiee system; and
o Implementing uMngeni in the revenue management strategy.

5.1 Promote sound governance through:
o Publishing the outcomes of all tender processes on the municipal website

5.2 Ensure financial sustainability through:
o Reviewing the use of contracted services
o Continuing {o implement the infrastruciture renewal strategy and the repairs and
maintenance plan

5.3 Optimal institutional transformation to ensure capacity to achieve set objectives
o Review of the organizational structure to optimize the use of personnel;

In line with the MSA, the IDP constitutes a single, inclusive strategic plan for the Municipality. The
five-year programme responds to the development challenges and opportunities faced by the
Municipality by identifying the key performance areas to achieve the five the strategic objectives
mentioned above.

In addition to the five-year IDP, the Municipality underiakes an extensive planning and
developmental strategy which primarily focuses on a longer-term horizon; 15 to 20 years. This
process is aimed at influencing the development path by proposing a substantial programme of
public-led investment fo restructure current patterns of settlement, activily and access fo
resources in the Municipality so as to promote greater equity and enhanced opportunity. The
strategy specifically targets future developmental opportunities in traditional dormitory
settiements. It provides direction to the Municipality’s IDP, associated sectoral plans and
strategies, and the allocation of resources of the Municipality and other service delivery partners.

This development strategy introduces important policy shifts which have further been translated
into seven strategic focus areas/objectives as outlined below:

Developing dormant areas;

Enforcing hard development lines — so as to direct private investment;

Maintaining existing urban areas;

Strengthening key economic clusters;

Building social cohesion;

. Strong developmental initiatives in relation to the municipal institution as a whole; and
. Sound financial fundamentals.

Lessons learned with previous IDP revision and planning cycles as well as changing
environments were taken into consideration in the compilation of the 2013/14 revised IDP,
including:



. Strengthening the analysis and strategic planning processes of the Municipality;
. Initiating zonal planning processes that involve the communities in the analysis and
planning processes. More emphasis was placed on area based interventions, within the
overall holistic framework;

. Ensuring better coordination through a programmatic approach and attempting to focus
the budgeting process through planning interventions; and
. Strengthening performance management and monitoring systems in ensuring the

objectives and deliverables are achieved.

The 2016/2017 MTREF has therefore been directly informed by the IDP revision process and the
following tables provide a reconciliation between the IDP strategic objectives and operating

revenue, operating expenditure and capital expenditure.

Table 23 MBRR Table SA4 - Reconciliaiion between the IDP strategic objectives and
budgeted revenue

KZN222 uMngeni - Supporting Table 5A4 Reconcillation of 1DP stralegic objectives and budget (revenue)

Goal 201617 Medium Term Revenue &
Strategic Objeciive Gaal 201213 201314 214015 Current Year 2015116
Code Ref Expenditure Fram ewark
Audited Audited Audited Original Adjusted Full Year | Budget Year | Budget Year | Budget Year
R thousand Cutcome Outcome Quicome Budget Budget Ferecast 206017 H 2017148 | +2 2018/19
Reventiz ] 7708 | 257008 a26,042 T '
Human resouces resouree : | " BS0 a0 | 806 | ooe2 1,019
davelopmen and o o C o
management o o . . :
Gond corporale gov smance ) 136,039 " 189,021 169,021 225824 241,742 257,585
Sustainabla socic-cconomic 41,153 - 35,768 35,768 | 35,991 - 35687 KT
dev efopment : : ’ ' . .
Promote humann setfements 76,935 81,917 . B1917 . 80,204 88,179 100,821
and infraskucture dev slopment :
Financlal sound and 4,207 6,258 6,258 |- 6,564 6,845 7.510
suslainable municipalily
Spabal planning and 36241 31.15é 31,152 33340 38,168 40,474
sy ironmental sustainability :
Allocations to other prioritlas A AT B R DS T B
Total Revenue (excluding capital transfers and confributions) ] 211,808 257,403 326,042 345,456 344,566 344,956 393,828 422,695 445,197
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Table 24 MBRR Table SAS - Reconciliation between the iDP strategic objectives and

budgeted operating expenditure

KZN222 uMngeni - Supperiing Table SAS Reconciliation of IDP strategic objectives and budget {operating expenditure)

20617 Medium Torm Revenue &

G
Strategic Objactive Goal et 20113 2053114 2014115 Current Year 2015/16
Code Re! Expendlture Framewark
o
Audited Audited Audited Original Adjusted Full Year | Budgat Year | Budgat Year | Budgst Year
R theusand Outcome Qutcome Outcoma Budget Budget Faracast 2016137 +1 2017118 | +2 2018119
Expenditirs Human rasources tasource 258,623 283,240 293,494 31,509 12,891 12,881 27,081 78,641 30,471
development and
management
Good cotporata govemance 34267 34,248 34,248 47,005 45,988 52,994
Sustainable secio-aconomlc 51,507 41,480 11,480 43,011 44,073 46,508
dev slopment
Promote humann seflements 158,815 13,771 136,771 147,052 159,987 165,620
and infaskuchure develapment
Financial sound and - 42,282 32,282 50,484 53 £7,182
suslainable municlpality
Spalial planning and 4,103 64,677 64,577 54,815 53,035 58,370
anvironmental sustainabilily
Allocations to other priorities
Total Expenditura 1 258,623 243,240 299,494 317,183 122,449 322,449 369,445 389,411 409,745




Table 25 MBRR Table SA6 - Reconciliation between the IDP strategic objectives and
budgeted capital expenditure

KZN222 uMngeni - Supporting Table SA6 Reconciliation of |DF strategic objectives and budget (capilal expenditure}

Strategic Objective

R thousand

Goal

Geal
Code

201213

20123414

2014115

Current Year 2015116

201617 Medium Term Revenue &
Expenditura Framework

Audlted
Qutcome

Audited
Qutcome

Audited
Outcom

Original
Budget

Adjusted
Budget

Fuil Year
Forecast

Budget Year
2096/17

Budget Year
+1 201718

Budget Year
+2 2098119

Capita! Expenditure

16,180

28,128

56,276

27.249

44,409

44,409

29,148

32,764

35,785

Allocatiens o other priorities

Total Capital Expendlture

16,190

28,128

56,276

27,249

44,409

44,409

29,148

32,764

35186




2.3 Measurable performance objectives and indicators

Perforrmance Management is a system intended to manage and monitor service delivery progress
against the identified strategic objectives and priorities. In accordance with legisiative
requirements and good business practices as informed by the National Framework for Managing
Programme Performance Information, the Municipality has deveioped and implemented a
performance management system of which system is constantly refined as the integrated
planning process unfolds. The Municipality targets, monitors, assesses and reviews
organisational performance which in turn is directly linked to individuai employee's performance.

At any given time within government, information from multipie years is being considered; plans
and budgets for next year; implementation for the current year; and reporting on last year's
perforrmance. Although performance information is reported publicly during the last stage, the
performance information process begins when policies are being developed, and continues
through each of the planning, budgeting, implementation and reporting stages. The planning,
budgeting and reporting cycle can be graphically illustrated as follows:

Assess and adjust : e Specify performance
. indicators

Monitor and fake Set targets and
corrective action ‘ allocate respurces

Figure 1 Planning, budgeting and reporting cycle

The performance of the Municipality relates directly to the extent to which it has achieved success
in realising its goals and objectives, complied with legislative requirements and meeting
stakeholder expectations. The Municipality therefore has adopted one integrated performance
management system which encompasses:
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. Planning (setting goals, objectives, targets and benchmarks),

. Monitoring (regular monitoring and checking on the progress against plan);

. Measurement (indicators of success);

. Review (identifying areas requiring change and improvement);

. Reporting (what information, to whom, from whom, how often and for what purpose); and
. Improvement (making changes where necessary).

The performance information concepts used by the Municipality in its integrated performance
management system are aligned to the Framework of Managing Programme Performance
Information issued by the National Treasury:

The gevalonmental rasulisof achieving
spacitic suicomes

A
il Manage towards
achieving these

VWhat we aim to change?
e results

The medium-lem resyhis for spedific
beneficiadesthet are the consequnte of
achigving specific qUinis

What we wish to achieve?

Thating! produsts, of goods and
semvices producedior delvery

What we produce or deliver?

Theprotesses of acionsthaiuss a _ Plan,budget,
range of inputs o producathe desied implementand
catlpets andultmately ouicones manitor

What we do?

The resources thal comrbuteto
theproduction and defivery of
oultnuts

What we use to do the work?

Figure 2 Definition of performance information concepts

The following table provides the main measurable performance objectives the municipality
undertakes to achieve this financial year.

'KEY FINANCIAL RATIOS OR INDICATORS

Financial Benchmarks Basic of Calculation 2014/2015 (AFS)
Debt to Asset Ratio Total Debt/Total Assets 1:0.04
Debt to Revenue Total Debt/Annual Income 1:0.11
Average Interest Paid on Debt Interest Paid/Total Interest Bearing Debt 1:0.71
Capital Charges to Operating Expenditure |Interest & Principal Paid/ Operating Expenditure 1:0.03
Interest as a % of Operating Expenditure  |Interest Paid/ operating Expenditure 1.5%
Current Ratio Current asset/ Current Liabilities 1:1.93
Creditors System Efficiency % of creditors Paid within terms 97.6%
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Table 26 MBRR Table SAY - Measurable performance objectives

KZN222 uMageni - Supporting Table SAT Measureable performance chjectives

2018117 Medium Term Revénue &

2012013 201314 201415 Current Year 201516
. 3 Expenditure Framework
Description Unit of measurement
Audited Atdited Audited Orlginal Adjusted Full Year | Budget Year | Budget Year | Budget Year
Cuteome Oulcome Quitoms Budget Budget Forecast 209E17 +1 2017118 | +2 2018119

Vote 1-vota-name. .. ."
. Functon 4 (nams)” - -
s 2s - Subfungtion 1:- (namo) -
Inseit meastie’s QesCAplion

: Subdunstion 2=thame): .
Tasert measure’s cescrplion

i Subfunclion 3 - (mimey T
Inserl measure’s cescnplion

- Function - (name} - ¢
Subdunciion ;- (hame)
Insert measuress descrnphon

5 3 Sub-function Z- fname}
Inzert measure/s descopltan

s Stb-funetioh 3= naie)s <
Insert measureds descrplion

Vota-25votemame
... Function. 1= (name)’
uwbfuncllon 1+ {name)
measurels descnplion

sSubSunstivh 2= {ndm
Insert measure/s description

- Sib-haficlion 3 < (hanie)
inserl measure/s descnption

* Fighetisn ‘2 < {nane):
» Subifunstion; 1+ [na
Tnsert measarels descriphion

ubutiction 22 {name)
Inseri measure/s descnplion

i SubiHdnetofi 2.2 {nam
Inserl measureds descrption

netlo:

: b-functon: 2=
Tnsert measurefs descrption

Insert measiwals descnplion

And so on for tha rest of the Voies
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The following table sets out the municipalities main performance objectives and benchmarks for
the 2016/2017 MTREF.

Table 27 MBRR Table SAS8 - Performance indicators and benchmarks

KZN222 ubtngeni - Supporting Table $AS Perlormance Indl

tors and bench marks

2018/17 Madium Term Revenue &
2012113 01318 2014115 Guirent Year 2015/16
Expenditure Framewark
Description of finencial indleator Basls of cafeulation
Audited Auditeg Auched Original | Adjusted | Full Year | Pre-sudit [Budget Year|Budget Year|Budpet Year
Outcome | Qutcome | Cutcoms Budget Budget Forecast oulcome 201617 1 201718 | +22018M9
Bortawing Managemeni
Credit Ratng 0.94 0.34
Gapital Chatgas 1 Operaling Expenditrre Interest & Prinsipal Paid /Opsrating 2.7% 2.4% 23% 23% 22% 23% 2.3% 21% 2.2% 2.2%
Ex penciture
Cagital Charges to Cwn Revenue Finance charges 8 Repay ment of 39% 32% 3% 28% 28% 2.8% 2.8% 26% 2.5% 2.5%
botrowing fCwn Revenus -
Bermow ed funding of ‘own’ capital expandiairs  Bomowing!Gepital sxpenditrre excl 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Fansfers and grants and contibutions
Safety of Capital
Gaaring Leng Tenm Bomowingf Funds & 22.2% 22% 20.4% 13.1% 11.3% Mn.3% 13% 10.3% 9.2% 9.2%
Reserves
Liquidity
Current Rato Cument assetsieurent liabllifies 20 1.6 18 42 36 36 36 31 3.4 36
Cumsnl Rafo afusind for aged debirs Curent assets less debiors = 50 20 1.6 1.8 42 36 3.6 36 31 34 38
day sfcurent liabilites
Liquithly Rato Monstary Assets/Current Ligbilijes D3 0.8 1.0 0.8 09 03 0.8 038 12 1.5
Revanua Management
Annua! Deblors Collecton Rate (Payment Lasl 12 Mihs ReceiptsiLest 12 Mihs 84.0% B8.7% 100.0% 88.1% 86.7% B5.7% BE7% 82.0% 88.0%
Lavel %) Billing
Gumrent Debtors Collestion Rate (Cash 94.0% 83.7% 100.0% 88.1% 88.7% BE.7% 86.7% 88.0% £8.0% 88.0%
recsipts % of Raispay et & Oher revenua)
Oulstanding Deblors 0 Revenua Total Quistanding Deblors b Annual 17.0% 16.3% 11.7% 246% 24.2% 24.7% 242% 17.3% 15.1% 13.4%
Revenus
Langstanding Dehtrs Recovered Deblors > 12 Mins Recovared/Total
Deblors > 12 Months Qld
Creditors Management
Crediors Sy stem Efficlency 8% of Credilors Pald Within Terms.
[witin MFMA' s 65{c)) o
Credibors & Cash and Investments 1243.4% 198.6% 233.8% mM.7% B5.7% 6.7% B87% 65.3% 44.3% 8%
Gther Indicatars
Tota! Volume Losses (kW) "
TH067ITA
Tolal Coat of Lasses (Rand '000)
Eleclriciy Distributicn Losses (2] } Beaz 20,35
% Volume [units purchased and
gensraled tess units sold)funity
purchased and gensrated
Total Volums Losses (ki)
Tolal CoslofLosses {Rand ‘000)
Water Diskbuton Losses (2) )
% Volume {units purchased and
generaled lass unlts scldjfunits
purchased and generatzd . X
Emplayses costs Emplayse costs/{Total Revenue - copital | 34.7% 25.6% 30.8% 326% 29.9% 20.9% 29.9% 27.4% 26.0% 26.4%
revenus)
Remuneration Total remuneraton/(Tolsl Revenuea - 30.9% 28.2% 34.7% 349% 32.1% 32.1% 28.5% 28.0% 28.4%
capltal rav enus)
Repaira & Mainknance REM/([Tota! Revenue excluding capilal 2.3% 2.5% 46% T.8% 56% 56% 58% 5.7% 5.7%
revenue)
Finarce charges & Depreciation FCROV(Total Revenue - capital ravenus] 28.7% 16.3% 17.0% 5.0% 5.0% 5.0% 5.0% 9% 9.1% 9.1%
|DP regulation linancial viabllity indicators
1. Debt coverags {Total Operaling Ravenus - Operaling 207 63.8 387 2.4 434 434 322 B4 5.8 3.2
Grants){Debt service payments dug
within financlel y san
i, 1S Service Deblers 1o Revenus Tolal cutstanding setvice debborsfannual 22.8% D9% 26.0% 35.3% 34.3% U3% 343% 238% 20.8% 18.2%
rev &nua received for senvices
iil. Gost coverage Avallable cash + i 0.2 0.8 0.5 0.4 12 1.2 12 1.1 1.3 15
fixed operaonal axparditte
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2.3.1 Performance indicators and benchmarks

2.3.1.1 Borrowing Management

Capital expenditure in local government can be funded by capital grants, own-source revenue
and long term borrowing. The ability of a municipality to raise long term borrowing is largely
dependent on its creditworthiness and financial position. As with all other municipalities, uMngeni
Municipality's borrowing strategy is primarily informed by the affordability of debt repayments,
The structure of the Municipality's debt portfolio is deminated by annuity loans. The following
financial performance indicators have formed part of the compilation of the 2016/2017 MTREF:

. Capital charges to operating expenditure is a measure of the cost of borrowing in relation
to the operating expenditure. It can be seen that the cost of borrowing has steadily
increased from 2.7 per cent in 2012/2013 to 3.4 per cent in 2016/2017. it is estimated that
the cost of borrowing as a percentage of the operating expenditure will reach 3.2 per cent
in 2016/17 and will then decrease to 2.8 per cent at the end of the MTREF. While
borrowing is considered a prudent financial instrument in financing capital infrastructure
development, this indicator will have to be carefully monitored going forward as the
Municipality has reached its prudential borrowing limits.

. Borrowing funding of own capital expenditure measures the degree to which own capital
expenditure (excluding grants and contributions) has been funded by way of borrowing.
The average over MTREF is nil per cent.

The Municipality's debt profile provides some interesting insights on the Municipality’s future
borrowing capacity. Firstly, the use of amortising loans leads to high debt service costs at the
beginning of the loan, which declines steadily towards the end of the loan's term.

The Municipality has raised mainly amortising loans over the past six years, hence effectively
front-loading’ its debt service costs. This is reflected in the Municipality’s debt service profile,
which predicts large debi service costs between 2012 and 2018. Debt service costs are expected
to peak in 2018 due to the redemption of the last few term lcans held by the Municipality.

In summary, various financial risks could have a negative impact on the future borrowing capacity
of the municipality. In particular, the continued ability of the Municipality to meet its revenue
targets and ensure its forecasted cash flow targets are achieved will be critical in meeting the
repayments of the debt service costs. As part of the compilation of the 2016/2017 MTREF the
potential of smoothing out the debt profile over the longer term will be investigated.

2.3.1.2 Safety of Capital

The gearing ratio is a measure of the total long term borrowings over funds and reserves. Between
2014/2015 and 2016/2017 the gearing ratio peaked at 22.6 per cent. This was primarily a result
of the increased borrowing levels and decreasing funds and reserves. While the gearing ratio
decreases to 15.0 per cent in the 2015/16 financial year, the medium term strategy is to steadily
reduce the gearing ratio to a level that does not exceed 50 per cent as a prudential limit, hence,
over the 2016/17 MTREF the ratio decreases to 12.0 per cent in 2016/2017.

2.3.1.3 Liquidity
. Current ratio is a measure of the current assets divided by the current liabilities and as a
benchmark the Municipality has set a limit of 1, hence at no point in time should this ratio



be less than 1. For the 2016/2017 MTREF the current ratio is 2.3 in the 2016/2017
financial year and 2.4 and 2.3 for the two outer years of the MTREF. Going forward it will
be necessary io increase these levels.

. The liquidity ratio is a measure of the ability of the municipality to utilize cash and cash
equivalents to extinguish or retire its current liabilities immediately. Ideally the municipality
should have the equivalent cash and cash equivalents on hand to meet at least the current
liabilities, which should franslate into a liquidity ratio of 1. Anything below 1 indicates a
shortage in cash to meet creditor obligations. For the 2016/2017 financial year the ratio
was 0.5 and as part of the financial planning strategy it has been increased to 0.6 in the
2016/2017 financial year. This needs to be considered a pertinent risk for the municipality
as any under collection of revenue will translate into serious financial challenges for the
Municipality. As part of the longer term financial planning objectives this ratio will have to
be set at a minimum of 1.

2.3.1.4 Revenue Management

. As part of the financial sustainability strategy, an aggressive revenue management
framework has been implemented to increase cash inflow, not only from current billings
but also from debtors that are in arrears in excess of 90 days. The intention of the strategy
is to streamline the revenue value chain by ensuring accurate billing, customer service,
credit control and debt collection.

2.3.1.5 Creditors Management

. The Municipality could not manage to ensure that creditors are settled within the legislated
30 days of invoice. While the liquidity ratio is of concern, by applying daily cash flow
management the municipality has not managed to ensure a 100 per cent compliance rate
to this legislative obiigation. This has had a negative impact on suppliers’ perceptions of
risk of doing business with the Municipality, which is expected to damage the Municipality
in the form of more competitive pricing of tenders, as suppliers will not compete for the
Municipality's business.

2.3.1.6 Other Indicators

The electricity distribution losses have increased upwards from 33 per cent in the
2015/2016 financial year to 35 per cent in 2016/2017. The initiatives to ensure these
targets are achieved include managing illegal connections and theft of electricity by rolling
out smart metering systems, including prepaid meters.

2.3.2 Free Basic Services: basic social services package for indigent households

The social package assists residents that have difficulty paying for services and are registered as
indigent households in terms of the Indigent Policy of the Municipality. Only registered indigents
qualify for the free basic services.

For the 2016/2017 financial year 2775 registered indigents have been provided for in the budget
with this figured increasing to 2997 by 2017/2018. In terms of the Municipality's indigent policy
registered households are entitied to 100 kwh of electricity and free waste removal for all
properties with a value of up to R200 000 as well as a discount on their property rates.
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Further detail relating to the number of households receiving free basic services, the cost of free
basic services, highest level of free basic services as well as the revenue cost associated with
the free basic services is contained in Table 23 MBRR A10 {Basic Service Delivery Measurement)
on page 34.

2.4 Overview of budget related-policies
The Municipality’s budgeting process is guided and governed by relevant legislation, frameworks,

strategies and related policies.
The following budget-related policies have been approved by Council, or have been reviewed or

amended and/or are currently being reviewed/amended in line with National Guidelines and other
legislation.

2.4.1 Budget Policy

2.4.2 Supply Chain Management Policy

2.4.3. Rates Policy

2.4.4 Tariff Policy

2.45 Credit Control & Debt Collection Policy

2.4.6 Subsistence & Travel Policy

2.47 Leave Policy

2.4.8 Human Resources Training & Development Policy.
2.4.9 Virement Policy

2.410 Funding and Reserves Policy

2.4.11 Cash Management and Investment Policy
2.4.12 OQvertime Policy

2.4.13 Organisational Performance Management Policy
2.4.14 Social Housing Policy

2.4.15 Asset Management Policy

2.4.16 Travel Allowance Policy

The promulgation of the Municipal Budget and Reporting Regulations in Government Gazette No.
32141 dated 17 April 2009 is to secure sound and sustainable management of the budgeting and
reporting practices of municipalities by establishing uniform norms and standards and other
requirement for insuring transparency, accountability and appropriate lines of responsibility in the
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budgeting and reporting processes of those institutions and other relevant matters as required by
the MFMA.,

These regulations are effective for all Municipalities from 1 July 2010 and the budget has been
compiled accordingly to be in fuill compliance from 1 July 2010.

In terms of section 7 of these regulations the Municipal Manager must prepare, or take all
reasonable steps to ensure the preparation of the budget-related policies of the municipality, or
any amendments to such policies, in accordance with the legislation applicable to those policies
for tabling in the municipal council by the applicable deadline specified by the mayor in terms of
section 21(1)(b) of the Act.

2.41 BUDGET POLICY

The budget policy is there to assist Mayors, Councillors, Accounting Officers and Senior
Managers in dealing with the changes brought about by the Municipal Finance
Management Act No 56 of 2003. This policy provides a framework within which Senior
Management can compile, control and review budgets of their respective departments to
ensure effective financial management

2.4.2 SUPPLY CHAIN MANAGEMENT POLICY

Municipalities are required in terms of section 111 of the MFMA to have a supply chain

management policy.

This policy is within the framework of the relevant legislation and regulations. The policy

ascribes to the following principles:

a. A procurement system which is fair, equitable, transparent, competitive and cost-
effective in terms of section 217 of the Constitution of South Africa No. 108 of 1996

b. As enshrined in Chapter 11 of the Municipal Finance Management Act and it's
regulations

c. Best practices in supply chain management

d. Uniformity in supply chain management systems between organs of state in all
spheres

e. Broad Based Black Economic Empowerment

2.43 RATES POLICY

Section 5(1) of the Municipal Property Rates Aci, No. 6 of 2004 states that a municipal
council must annually review, and if necessary, amend it's rates policy. Any amendments
must accompany the municipality's annual budget when it is tabled in the Council. The
policy is designed to ensure equitable treatment by Council in the levying of rates on
property owners, including owners under sectional title, as well as other persons who may
become liable for the payment of rates.

2.4.4 TARIFF POLICY

The Municipal Systems Act, No 32 of 2000, requires a municipality to have a tariff
determination policy. The challenge in setting tariffs lies in striking a balance between
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maintaining financial sustainability of the relevant departments (and so the sustainability
of service provision) and ensuring affordability of those services by consumers. The
municipality's tariff policy provides a broad framework where the Council can determine
fair, transparent and affordable service charges that also promote sustainability of service
provision. The policy is based on principles that address the social, economic and financial
imperatives that the process of tariff setting should take account of.

CREDIT CONTROL & DEBT COLLECTION POLICY

The municipality's credit control and debt collection policy provides the procedures and
mechanisms for credit control and for the collection of debts. The primary objective of this
policy is to ensure that all monies due and payabie to the municipality in respect of raies,
fees for services, surcharges on such fees, charges, tariffs, interest which has accrued on
any amounts due and payable in respect of the foregoing and any collection charges are
collected efficiently and promptly.

2.46 SUBSISTANCE AND TRAVEL POLICY

2,47

2438

The purpose of this policy is to determine guidelines for Councillors and officials for the
payment of travelling and subsistence allowances when performing official functions on
behalf of the Municipality.

LEAVE POLICY

The leave policy for uMngeni Municipality was adopted by Council in January
2009 and the goal is to ensure that the services rendered by this municipality to the
community are efficient, effective and uninterrupted.

The objections are as follows:

(i) Ensure continuity in operational requirements of the organisation while other
employees are on leave.

(i} To develop a better understanding regarding leave policy and procedure.

(iiiy Ensure the development of clearly written administrative policy and procedure.
(iv) To ensure proper and accurate record keeping.

(v) To ensure that the private and confidential information is maintained.

{vi) Ensure that leave policy respond effectively to crisis and emergency situations.

HUMAN RESOURCE TRAINING AND DEVELOPMENT POLICY

This policy deals with the process whereby people acquire the necessary knowledge and skills to
perform delegated tasks. The objective is to ensure that the municipality is served by
professional, competent, and productive employees who will have, through continuous
improvement in skills and attitude facilitated by the Training Division, distinguish themselves of
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being capable of delivering high quality services to all people in an endeavour to achieve the
municipal strategic objectives. '

2.4.9 VIREMENT POLICY

This policy’s objective is to allow flexibility in the use of budgeted funds to enable management to
act on occasions such as disasters, unforeseen expenditure or savings, etc. as they arise to
accelerate service delivery in a financially responsible manner.

2.4.10 FUNDING AND RESERVES POLICY

The funding and reserves policy is aimed at ensuring that the municipality procures sufficient and
cost effective funding in order to achieve its capital expenditure objectives in an optimum manner.
The policy is adhered to in the procurement of funding for the municipality having due regard to
the assets and liability maturity profile of the municipality.

2.411 CASH MANAGEMENT AND INVESTMENT POLICY

Section 13(2) of the MFMA requires that a municipality have a policy dealing with cash
management and investment. The municipality's cash management and investment policy is
developed within the framework of the MFMA.

2.4.12 OVERTIME POLICY

This policy is to ensure that a clear policy guideline is established for all employees of the
municipality for working overtime and performing standby duties.

2.413 ORGANISATIONAL PERFORMANCE MANAGEMENT POLICY

The Performance Management System (PMS) is aimed at:

Providing Guidelines on the effective implementation and maintenance of a single and uniform
performance management process within uMngeni Municipality,

Ensuring that every employee’s output is optimized in terms of quality and quantity, thereby
improving uMngeni Municipality’s overall performance and service delivery;

Ensuring that individual employee performance is evaluated fairly and objectively;
Ensuring that categories of performance that exceed expectations are recognized, and;
Also ensuring that categories of performarce that do not meet expectations are managed.

2,414  SOCIAL HOUSING POLICY

The objectives of this Social Housing Policy for uMngeni Municipality are as foliows;

To address the housing backlog in the uMngeni municipal area
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To ensure that housing beneficiaries are given a choice in respect of the housing types that will
suite their life styles and requirements

To facilitate the development and rejuvenation of the town of Howick through social housing
development

uMngeni Municipality also intends to facilitate the institution of a Social Housing Company that
will be responsible for driving and championing social housing projects within the Municipal area
through the social housing policy

This policy seeks to address the imbalances of the past which were a result of the promulgation
of policies under the apartheid regime that granted specifically located land for racial segregation
as such policies were also determining the urban landscape.

The acceptance of this policy by uMngeni Municipality's EXCO will enable the Municipality and
other role-players in the social housing sector to work co-operatively towards improving and
upgrading the municipal infrastructure in the identified restructuring zones so that new social
housing projects have easy access to services as per Chapter 2, section 5 (jii) of the Social
Housing Policy,2006.

To ensure access to funding for social housing development is not interrupted by a lack of policy
framework within the municipal structure/municipality

The policy is intended to create an enabling environment for the Municipality to enter into
performance agreements with social housing institutions that will be responsible for the overall
management of social housing stock within uMngeni Municipality

All the above policies are available at the Municipal Offices in Howick, Hilton, Mpophomeni and
Howick West, all the libraries in Howick, Howick West, Hilton and Mpophomeni as well as on the
municipality’s website www.umngeni.gov.za.

2415 ASSET MANAGEMENT POLICY

The objectives of this policy are:

+ To ensure the effectiveness and efficient control, utilisation, safeguarding and
strategic property management of municipality's immovable property
(property, plant and equipment).

e To ensure asset managers (property managers) are aware of their
responsibilities with regards to property, plant and equipment.

¢ To set out standards of physical management, recording and internal controls
to ensure property, plant and equipment are safeguarded against
inappropriate loss or utilisation.

¢ To specify the process required before expenditure on property, plant
equipment occurs.

¢ To emphasize a culture of transparency and accountability over assets.



s To ensure compliance with all legislative, policies, by laws and accounting

prescriptions and requirements.

2.4.16 Trave! Allowance Policy
« The objectives of the scheme are to provide for the following:
Uniform guidelines, conditions and limitations in terms of which the scheme
be run in order to restrict differences. ' '
» To compensate employees in a fair and reasonable manner for the
utilization of private travel in the execution of official duties.

2.5 Qverview of budget assumptions

2.5.1 Exiernal factors

The South African economy has averaged about 2.5 per cent growth a year since 2010. Against
the background of the slowdown in the global economy, real GDP growth is likely to fall to about
2.1 per cent in 2014,

A recovery of up to 2.5 per cent and 3.0 per cent growth in 2016 and 2017 is expected, but these
are modest rates of expansion relative to the social and developmental challenges we face and
the opportunities that our mineral wealth and human capabilities offer.

There was a welcome recovery in job creation during 2011, but unemployment has not yet
returned to its 2008 peak and the unemployment rate remains high at 25 per cent.

Owing to the economic slowdown, financial resources are limited due to reduced payment levels
by consumers. This has resulted in declining cash inflows, which has necessitated restrained
expenditure to ensure that cash outflows remain within the affordability parameters of the
Municipality’s finances.

2.5.2 General inflation outlook and its impact on the municipal activities

There are five key factors that have been taken info consideration in the compilation of the
2016/2017 MTREF:

. National Government macro-economic targets;

. The general inflationary outlook and the impact on Municipality's residents and
businesses;

. The impact of municipal cost drivers;

. The increase in prices for bulk electricity and water; and

. The increase in the cost of remuneration. Employee related costs comprise 30% per cent

of total operating expenditure in the 2016/2017 MTREF and therefore this increase above
inflation places a disproportionate upward pressure on the expenditure budget. The wage
agreement SALGBC has been concluded with the municipal workers unions and must be
noted.
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2.5.3 Credit rating outlook

Table 28 Credit rating outlook

Security class Currency Rating Annual rating Previous
’ 2010/11 Rating

Short term Rand Prime -1 30 November 2011 Prime -1
Long-teim Rand BaaZ.za 30 November 2011 BaaZ.za

Outlook Rand Negative 30 November 2011 Negative

The rating definitions are:

. Short term : Prime —1
Short-Term Debt Ratings (maturities of less than one vear)
Prime-1 (highest quality)

. Long-term : Baa2Z.za

2.5.4 Interest rates for borrowing and investment of funds

The MFMA specifies that borrowing ¢an only be utilised to fund capital or refinancing of borrowing
in certain conditions. The Municipality engages in a number of financing arrangements to
minimise its interest rate costs and risk. However, for simplicity the 2016/2017 MTREF is based
on the assumption that all borrowings are undertaken using fixed interest rates for amortisation-
style loans requiring both regular principal and interest payments. As part of the compilation of
the 2016/2017 MTREF the potential of smoothing out the debt profile over the long term will be
investigated.

2.5.5 Collection rate for revenue services

The base assumption is that tariff and rating increases will increase at a rate slightly higher that
CPI over the long term. It is also assumed that current economic conditions, and relatively
controlled inflationary conditions, will continue for the forecasted term.

The rate of revenue collection is currently expressed as a percentage (88 per cent) of annual
hillings. Cash flow is assumed to be 88 per cent of billings, plus an increased collection of arrear
debt from the revised collection and credit control policy. The performance of arrear collections
will however only be considered a source of additional cash in-flow once the performance has
been carefully monitored.

2.5.6 Growth or decline in tax base of the municipality

Debtor's revenue is assumed to increase at a rate that is influenced by the consumer debtor's
collection rate, tariff/rate pricing, real growth rate of the Municipality, household formaticn growth
rate and the poor household change rate.

Household formation is the key factor in measuring municipal revenue and expenditure growth,
as servicing 'households’ is a greater municipal service factor than servicing individuals.
Household formation rates are assumed to convert to household dwellings. In addition the
change in the number of poor households influences the net revenue benefit derived from
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household formation growth, as it assumes that the same costs incurred for servicing the
household exist, but that no consumer revenue is derived as the ‘poor household’ limits
consumgption to the level of free basic services.

2.5.7 Salary increases

The coliective agreement regarding salaries/wages came into operation on 1 July 2012 in
2014/15. An across the board increase of 7.6 per cent has been provided for as per Circular 79
from National Treasury.

2.5.8 Impact of national, provincial and local policies

Integration of service delivery between national, provincial and local government is critical to
ensure focussed service delivery and in this regard various measures were implemented to align
{DPs, provincial and national strategies around priority spatial interventions. In this regard, the
following national priorities form the basis of all integration initiatives:

. Creating jobs;

. Enhancing education and skill development;
. Improving Health services;

. Rural development and agriculture; and

. Fighting crime and corruption.

To achieve these priorities integration mechanisms are in place to ensure integrated planning and
execution of various development programs. The focus will be to strengthen the link between
policy priorities and expenditure thereby ensuring the achievement of the national, provincial and
local objectives.

2.5.9 Ability of the municipality to spend and deliver on the programmes
It is estimated that a spending rate of at least 90 per cent is achieved on operating expenditure
and 95 per cent on the capital programme for the 2016/2017 MTREF of which performance has
been factored into the cash flow budget.

2.6 Overview of budget funding

2.6.1 Medium-term outlook: operating revenue

The following table is a breakdown of the operating revenue over the medium-term:

Table 29 Breakdown of the operating revenue over the medium-term
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Budget Year Budget Year Budpet Year Budget Year
- 2015/16 2016/17 Growth%) % 0718 | SOV R % 2018/19

Description e e e

RevenueBySource o e o | e b | e P e L
Propertyrates - 143,969,677 |  179,053,401.00f 6% 48% { 19015471200 6% | 48% |  201,373,.830.00
Property rates - panalties & collection charges . 6,242,663 | 6654630000 6% | 2K ~ 067,270.00( 6% 2% | . 7484.239.00
Service charges - elecirieityrevenve [ 71427347 | 78143152000 e | 21w | 8ssess2300] % f 21% [ 93,522,584.00
Service charges - refuse revenue. 51708667 5512250000 &% | 1 . 5854009.000 6% | ¥4 I 6,199,393.00,
Rental of facilities and equipment . 73,023 ¢ ....71833300) 7% ) 0% | 76397600 6% 0% . 803,051.00
Interest eamed - external investments | 3494073(  3,72468200| 6% N 1% | 395561200 €% | 1% | 418899300
Interest earned - outstanding debtors 1838496| 1559837000 6% | % | 208134700, 6% | 1% | 2,204146.00
Fines ...22,435186 | 23,815,908.00] 6% 6% | 2539869400, 6% [ 6% | = 26897,217.00
Licences and permits 2284500 3439439000 €% | 1% | 365268400 6% | 1% | = 386819200
Transfers recognised - cperational 56,642,000}  61,469,000.00 9% 1% 66,945,000000 -2% 1 1% .. 85,705,000.00,
Other revenue 7,597,086 7,375,277.00 &% 2% 7,828,016.00 6% 2% 8,200,828,00;
NET OPERATING INCOME 322,717,017.95 371,962,347.09 100.00%|  399,189,143.00 100.00% 420,593,582.00

Tariff sefting plays a major role in ensuring desired levels of revenue. Getting tariffs right assists

in the compilation of a credible and funded budget.

The Municipality derives most of its

operational revenue from the provision of goods and services such as electricity, solid waste
removal, property rates, operating grants from organs of state and other minor charges (such as
building plan fees, licenses, fines and permits etc).

The revenue strategy is a function of key components such as:

. Growth in the Municipality and economic development;

. Revenue management and enhancement;

. Achievement of a 88 per cent annual collection rate for consumer revenue;

. National Treasury guidelines;

. Electricity tariff increases within the National Energy Regulator of South Africa (NERSA)
approval;

. Achievement of full cost recovery of specific user charges;

. Determining tariff escalation rate by establishing/calculating revenue requirements;

. The Property Rates Policy in terms of the Municipal Property Rates Act, 2004 (Act 6 of

2004) (MPRA), and

. And the ability to extend new services and obtain cost recovery levels.

The above principles guide the annual increase in the tariffs charged to the consumers and the
ratepayers aligned to the economic forecasts.

The proposed tariff increases for the 2016/2017 MTREF on the different revenue categories are:

Table 30 Proposed tariff increases over the medium-term

201415 2014115 2015/i6 201415 201415 201516
preposed tariff propased tariff proposed tariff additional additional additional
Revenue category increase increase increase revenue for fevenue owing revenue owing
each % tariff to % tariff to % taniff
increase ingrease merease
% % % R'00Q R'000 R'000
Property rates 6 & 6 R6.000 R6.400 R7.000
Solid Waste 6 g 6 R500 R525 R550
Electricity 7.39 8 8 R6.500 R7.000 R8.000
Total R13.000 R13.925 R15.550




Revenue to be generated from property rates is R185, 7million in the 2016/2017 financial year
and increases to R197,2 million by 2017/2018 which represents 49,9 per cent of the operating
revenue base of the Municipality. 1t remains relatively constant over the medium-term. With the
implementation of the Municipal Property Rates Act the basis of rating significantly changed.

There are no outstanding objections and appeals, The Valuations Appeals Board has dealt with
during the 2015/2016 MTREF. As the levying of property rates is considered a strategic revenue
source further monthly reviews processes will be undertaken in the 2016/2017 MTREF. The
outcome of this initiative will be closely monitored and reported on a regular basis as part of the
quarterly performance reporting. The new valuation roll has be done in terms of Municipal
Property Rates Act in July 2015 and implemented accordingly.

Services charges relating to electricity and refuse removal constitutes the second biggest
component of the revenue basket of the Municipality totalling R83, 6 million for the 201 8/2017
financial year and increasing to R 91, 3 million by 2017/2018.For the 2016/2017 financial year
services charges amount to 22, 4 per cent of the total revenue base and increases to 23, O per
cent per annum over the medium-term. This growth can mainly be attributed to the increase in
the bulk prices of electricity.

Operational grants and subsidies amount to R61, 4 million, R66,9 million and R65,7 million for
each of the respective financial years of the MTREF. The percentage of the total operational
grants and transfers in relation to the total operating revenue is distorted owing to the high
increases in revenue relating to services charges.

It needs to be noted that these allocations have been conservatively estimated and as part of the
cash backing of reserves and provisions. The actual performance against budget will be carefully
monitored. Any variances in this regard will be addressed as part of the mid-year review and
adjustments budget.

The tables below provide detail investment information and investment particulars by maturity.



Table 31 MBRR SA15 — Detail investment Information

KZN222 ulingeni - Supporting Table SA15 Investment particulars by type

Investment type

R thousand

201213

2013/14

201415

Current Year 201516

2016/17 Medium Term Revenue &
Expenditure Framework

Ref

Audited
Quteeme

Audited
Outeome

Audited
Qutcome

Original
Budget

Adjusted
Budget

Full Year
Forecast

Budget Year { Budget Year { Budget Year
2016117 + 201718 | +2 2618119

Parent municipality

Securifies - National Government
Listed Corporate Bonds
Deposits - Bank
Deposis - Public vestment Commissioners
Deposits - Corperation for Public Deposits
Bankers Acceplance Certificates
Negotiable Cesfficates of Deposit - Banks
Guaranteed Endow ment Palicies (sinking}
Repurchase Agreements - Banks
Municipal Bonds
Municipality sub-total
{Entities
Securities - Natonal Government
Listed Corporate Bonds
Deposits - Bank
Deposits - Public investment Commissicners
Deposits - Corporation for Public Deposits
Bankers Acceptance Certlicates
Negofiable Cerfificates of Deposit - Banks
Guaranteed Endowment Policies (sinking)
Repurchase Agreements - Banks

Entities sub-total

29,798

25,210

16,228

16,226

18,150 24,33 29,552

14,843

29,748

Gonsolidated total:

14,849

28,798

38,548

25,210

16,228

16,228

18,160 24,334 29,5852

Table 32 MBRR SA15 — Investment particulars by maturity

HENZ22 ubngeni- Supporfing Table SAIG | particulars by maturity

Petied
Investmants by Wakrity pel  Pesddl

Numd of [nstdon & invesiment ID TrNaonths

Investment | Type of inwestment

Cupilal Gunrantt
[¥esf o)

Variable a7 Fixed
Inlurest mate

Interest Rate

Commisslon Pald | Commission

1 Rands) Retiplent

Exgpbry dats of
investment

Opening balines

Interestto by | Partia | Premature
tealised Withdrawal (T

Investment Top Up | Closlng Balincs

Parent municipality
ABEA L
0] Al
BIVESTEG BARK iy

na

]

FED
FRED
CALL
FUED
FRED

YES
YES
YES
YES
&S

FIED
FIED
VARIELE
FIE)
3]

oo oo

xr]
154
855

i -

m -

- FA )

- |

Wunkipadiny sub-total

Eniies

i

Entities sub-total

TOTAL IKVESTMENTS AND INTEREST 1

I

For the medium-term, the funding strategy has been informed directly by ensuring financial
sustainability and continuity. The surplus is intended to partly fund capital expenditure from own
sources as well as ensure adequate cash backing of reserves and funds although this is not at all

sufficient.
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2.6.2 Medium-term outlook: capital revenue

The following table is a breakdown of the funding composition of the 2016/2017 medium-term

capital programme:

Table 33 Sources of capital revenue over the MTREF

Funded by:
National Govemment 24,364 18,912 21,833 21,249 2,49 2,249 2,20 21,886 23,506 28453
Provingial Govemment 2483 8216 33,416 21,318 24,08 21,318 - - -
Oistrict Municipally - - - - - - - - - -
Qlher transfers ant grants - - - - - - - - - -
Transfers recagnised - capital 4 76,858 FLEFI 55,248 21,8 45,57 43,567 LX) 71,566 73,508 T.453
Public contributions & donations 5 - -
Borrowing § - -
Internally generated funds - 5,007 1,027 - 3 241 841 1,282 9,258 4333
Total Capital Funding 7 26,858 3313 56,275 27,249 44,409 44,409 445,409 0148 32,164 33,786

Capital grants and receipts equates to R 21, 8 per cent of the total funding source which

represents R29, 1 million for the 2016/2017 financial year.

As explained earlier, the borrowing capacity of the Municipality has essentially reached its limits

and going forward borrowing limits will remain constant.

The following table is a detailed analysis of the Municipality’s borrowing liability.
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Table 34 MBRR Table SA 17 - Detail of borrowings

KZN222 uMageni - Supporting Table SA17 Borrowing

Berrowing - Categorised by type

R theusand

Ret

201213

2013154

201415

Current Year 2015/16

201617 Medium Term Revenue &
Expenditure Framework

Audited
Outcome

Audited
Qutcome

Audited
Outcome

Original
Budget

Adjusted Full Year
Budget Farecast

Budget Year
2018/17

Budget Year
+1 201718

Budget Year
+2 2018/18

Parent municipality

Long-Term Loans (annuity reducing halance)
Long-Tam Loans (noa-annuity )

Lecal registered stock

instalment Credit

Financial Leases

PPP liabiltes

Marketable Bonds
Non-Marketable Bonds
Bankers Accephinces
Financial deriv atives
Other Securiies
Municipatity sub-total

Entities
Long-Term L.oans {annuily /reducing balance)
Leng-Term Loans (nor-annuity)
Local registered stock
Instaiment Gredit
Financial Leases
PPP liabififes
Finance Granted By Cap Equipment Supplier
Marketable Bonds
Nen-Markembles Bonds
Bankers Acceplances
Financial deriv aliv es
Other Securiies
Entities sub-total

Finance Granted By Cap Equipment Supplier

3,722

33,084

29,022

33,593

29,022 29,022

26,312

23,566

23,593

-

26,372

23,568

Total Borrowing

-

3,722

33,064

29,022

33,599

29,022 29,022

26,372

23,566

23,593

Internally generated funds consist of a mixture between surpluses generated on the operating
statement of financial performance and cash backed reserves. In determining the credibility of
this funding source it becomes necessary to review the cash flow budget as well as the cash
backed reserves and accumulated funds reconciliation, as discussed below. Internally generated
funds consist of R7,2million.




Table 35 MBRR Table SA 18 — Operating and Capital transfers and grant receipts

KZN222 uMngeni - Supporting Table SA18 Transfers and grant receipts

2016/17 Medium Term Revenue &
Deseription Ref} 2012/13 201314 2014118 Cusrent Year 2015/16 .
Expenditure Framework
R thousand Audited Audited Audited Original Adjusted Full Year [ Budget Year | Budget Year j Budget Year
Qutcome Qutcome Outcome Budget Budget Forecast 201617 + 2017118 | +2 201819
REGEIPTS: 1.2
Operating Transfers and Grants
National Government: 38,897 43,83% 44,911 48,500 53,528 53,528 58,288 63,610 62,499
Leca! Govemment Equitable Share WO f 37,208 40,228 40,132 40,732 48,132 IR 45,558 54,263
Municipal Sysiems Improvement 342 966 1,315 930 930 930 - - -
Finance Manazement 2,232 2,673 1,977 1,600 1,600 1,600 1,625 1,700 1,955
EPWP Incentive 1,021 2,984 972 1,438 1,466 1,466 137 - |- -
Intagrated Nalional Electrification Pregramme ’ A8 - 5,000 5,000 6,000 7,060 -
Ofher ransfers/grants {ins et descripion] 5,341 4,400 4,400 4,400 4,897 5,452 5,981
Provincial Government: 1,704 4,434 3913 3,142 4,011 4,011 3,201 3,335 3,506
1,562 2,672 2,752 2,976 2876 2,976 2,668 2,774 2,919
134 284 161 166 656 656 75 184 193
5 1,320 - 25 25 ' .
_ _ 158 - 354 354
Other transfers/grants [insert descripion] - . - - - 358 kirs 364
District Municipality: - - - - - - - - -
finsert description]
Other grant providers: - - - - - - - - -
finsert description]
Total Qperating Transfers and Grants 5 40,598 48,265 47,824 51,642 57,540 57,540 51,469 66,945 65,705
Capital Transfers and Granis
Nationat Gevernment: 24,364 19,487 21,415 27,249 22,384 22,334 21,866 23,506 24,653
Municipal Infastructure Grant (MIG) FLEET) 18,912 ATE FrNLE] 22,588 PRI 21,566 73,506 28,553
Dept of Energy- NATIONAL GRANT  ~ - 5,000 135 135 |- - = -
: : 575 ' !
Other capital transfers/grants [insert desc]
Provingial Gevernment: 2,408 8,641 32,312 - 18,927 19,927 - - -
Mandela Capiure sita : 2,409 8,641 32,312 19,927 19,927 = - -
District Municipality: - - - - - - - - -
[insert description]
Other grant providers: - - - - 1,391 1,391 - - -
finsert description] : o ) ] T3
Total Capital Translers and Grants 5 26,174 28,128 53,721 27,249 43,702 43,702 21,866 23,506 24,653
TOTAL RECEIPTS OF TRANSFERS & GRANTS 67,372 76,393 101,551 76,891 101,242 101,242 83,335 490,451 50,358

2.6.3 Cash Flow Management

Cash flow management and forecasting is a critical step in determining if the budget is funded
over the medium-term. The table below is consistent with international standards of good financial
management practice and also improves understandably for councillors and management. Some
specific features include: '

. Clear separation of receipts and payments within each cash flow category;

. Clear separation of capital and operating receipts from government, which also enables
cash from ‘Ratepayers and other' to be provide for as cash inflow based on actual
performance. In other words the actual collection rate of billed revenue., and
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. Separation of borrowing and loan repayments (no set-off), to assist with MFMA
compliance assessment regarding the use of long term borrowing (debt).

Table 36 MBRR Table A7 - Budget cash flow statement

KZIN222 uMngeni - Table A7 Budgeted Cash Flows

2016/37 Medium Term Hevenue &

Description Ref} 2012113 201314 2014115 Current Year 2015116 "
Expenditure Framework
R thousand Audited Audited Audited Criginal Adjusted Full Year Pre-audit | Budget Year | Budget Year § Budget Year
Qutcome Quiceme Cutcome Budget Budget Forecast outeeme 201617 +1 2017118 ¥ +2 2018119
[CASH FLOW FROM OPERATING ACTIVITIES
Recelpts
Proparty rates, penalies & colfection charges 98,484 104,168 125,088 130,685 132,187 152,187 132, 187 163,423 173,655 183,795
Servica charges 53,135 51,944 57,768 63,867 64,566 64,546 64,546 73,615 80,380 87,755
Other revenus 58,151 50,804 29,037 27,601 27,308 27,308 27,308 24,896 26,545 28,112
Govemnmant - operating 1 42,208 50,877 47,728 51,426 56,426 56,426 56,425 61,469 56,945 65,708
Govemnment - capital 1 24,364 28,128 53,248 27,248 22,249 22,249 22,249 21,886 23,506 24,653
Interest 5,880 3,524 718 31z 3,454 3,494 3,494 5,448 5,787 6,128
Dividends 3 - - - - - - -
Payments
Suppliers and employ ees (246,789) {215,948) (212.865) (281,787) {281,107} {281,107) {281,107 {308,001) {325,220 (341,768)
Finance charges (5,902) (4,297) (2,675) (4,760) (4,760} {4,780) (4,760) 5,127) {5,445) (5,767)
Transfers and Grants 1 [7.162) (7,110) 13,250} (3,250) (3,250 {3,485) 3,880) [3.867)
INET CASH FROM/[USED] OPERATING ACTIVITIES 30,352 [EXLE] [FEL] KTV EE] 17,093 7,063 7,085 33,235 LT 4,710
CASH FLOWS FROM INVESTING ACTIVITIES
Receipts

Proceeds on disposal of PPE -
Decrease {lncrease) in non-current deblors.

Decrease {Increase) ofher non-current receiv ables

Decrease (increase) in non-curent invesiments (14,849) 148 8,234 8,234 8,234
Payments
Capilal assets {24,364) (36,668) (80,875) {27,248) (44,408) (44,408) (44,509) {28,148) {32,784) (35,786}
(NET CASH FRCMI{USED] INVESTING ACTIVITIES [24,350) BTET) EORZN| (@288 @edrE)| (i) [E6dr) B30 GLTeA  (35.15))
CASH FLOWS FROM FINANCING ACTIVITIES
Recelpts
Shoriterm loans - - -
Borrowing long lerm/refinancing - - -
Increase (decrease) in consumer deposits 78) £9 9 69 [135) [64) 62)
Payments
Repay ment of barowing {2,388) (2,445) {2,560} {2,650} (2,630) {2,650) (2,850) (2,805) (2,973) (3,152)
g TEINANCING ACTIVITiES | (4,358) 2,485]| (PR 12650} 17587 2567y BEETE (4,980 13,031 21d)
NET INCREASE! (DECREASE) IN CASH HELD 3,720 15,007 {573} 384 (21,863) {21,663} {24,663) 1137 6,573 5720
Cashfcash equivalents at the year begin: 2 {5,995) {2,275) 8,576 8,377 46,652 46,652 45,652 24,989 26,126 32,699
Cashfeash equivalents atthe year end: F4 12,275) 12,763 8,103 8,761 24,989 24,589 24,089 26,126 32,689 38,413

The above table shows that cash and cash equivalents of the Municipality were largely depleted
between the 2012/2013 and 2016/2017 financial year moving from a negative cash balance of
R2,2 million to a surplus of R 24,9 million with the approved 2015/2016 MTREF. With the
2015/2016 adjustments budget various cost efficiencies and savings had to be realised to ensure
the Municipality could meet its operational expenditure commitments. In addition the Municipality
undertook an extensive debt collection process to boost cash levels. These initiatives and
interventions have translated into a positive cash position for the Municipality.

2.6.4 Cash Backed Reserves/Accumulated Surplus Reconciliation

This following table meets the requirements of MFMA Circular 42 which deals with the funding of
a municipal budget in accordance with sections 18 and 19 of the MFMA. The tabie seeks to
answer three key questions regarding the use and availability of cash:

. What are the predicted cash and investments that are available at the end of the budget
year?
. How are those funds used?
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. What is the net funds available or funding shortfall?

A surplus would indicate the cash-backed accumulated surplus that wasfis available. A shortfall
(applications > cash and investments) is indicative of non-compliance with section 18 of the
MFMA requirement that the municipality’s budget must be ‘funded’. Non-compliance with section
18 is assumed because a shorifall would indirectly indicate that the annual budget is not
appropriately funded (budgeted spending is greater than funds available or to be collected). itis
also important to analyse trends to understand the consequences, e.g. the budget year might
indicate a small surplus situation, which in itself is an appropriate outcome, but if in prior years
there were much larger surpluses then this negative trend may be a concern that requires closer
examination.

Table 37 MBRR Table A8 - Cash backed reservesfaccumulated surplus reconciliation

KZN222 uMngeni - Table A8 Cash backed reserves/accumulated surplus reconciliation

2016/17 Medium Term Revenue &
Descriptien Ref} 209213 2013114 201415 Current Year 2015M6
Expenditure Framework
R theusand Audited Audited Audited Qriginal Adjusted Full Year Pre-audit | Budget Year | Budget Year | Budgat Year
Outcome Qutcome Cuicome Budpet Rudget Forecast outcome 206/17 +1 2017/118 | +2 2018H8
Cash and invesiments available
Cash/cash equiv alents at the y ear end 1 {2.275) 12,763 8,103 8,761 24,588 24,989 24,988 26,126 32,688 38,418
Other current investments » 90 day s 14,849 25,711 38,548 18,165 i} 0 V] - - -
Non current assets - invesiments 1 - - - - - - - - - -
Tash and invesimenis availabie: 12,574 38,474 46,652 26,926 24,939 24,989 24,983 26,126 32,699 38,418
Applicatien of cash and investments
Unspant condifonal ransters 12,514 17,841 22,223 - - - - - - -
Unspent borrowing - - - - - - - - -
Statutory requirements 2 TN F . . . 1.
Other working capital Fequiremants 3 (15,678) {16,478} 19,414) (39,873) (49,992 {49,992} (49,992) (37.288) {3r.011) {35,080)
Other provisions ' ) : . :
Long tarm investments commited 4| - - - - - - - - - -
Reserves io be backed by cashiinv estments 5 ’ ’ ’ : .
Yotal Applicalich of cash and investments: (2,864) 1,357 2,508 138,373) T48,952) 149,553) 149,982} 37, 5E8) BTN (35,680,
Surplusfshortfall) 15,438 KTV 43,843 6, 799 74,981 74,981 74,981 64,014 69,710 73,499

From the above table it can be seen that the cash and investments available total R47,5 million
positive in the 2016/2017 financial year and progressively increase to R49,9 million positive by
2015/16, including the projected cash and cash equivalents as determined in the cash flow
forecast. The foliowing is a breakdown of the application of this funding:

. Unspent conditional transfers (grants) are automatically assumed to be an obligation as
the municipality has received government transfers in advance of meeting the conditions.
Ordinarily, unless there are special circumstances, the municipality is obligated to return
unspent conditional grant funds to the national revenue fund at the end of the financial
year. Inthe past these have been allowed to ‘roll-over’ and be spent in the ordinary course
of business.

. There is no unspent borrowing from the previous financial years. In terms of the
municipality's Borrowing and Investments Policy, borrowings are only drawn down once

" the expenditure has been incurred against the particular project. Unspent borrowing is
ring-fenced and reconciled on a monthly basis to ensure no unnecessary liabilities are
incurred.

. Provisions for statutory requirements include VAT owing to timing differences resulting
from year-end obligations. The liability in this regard totalled RO million for the 2016/2017
financial year.

. The main purpose of other working capital is to ensure that sufficient funds are available
to meet obligations as they fall due. A key challenge is often the mismatch between the
timing of receipts of funds from debtors and payments due to employees and creditors.
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For the purpose of the cash backed reserves and accumulated surplus reconciliation a
provision equivalent to one month's operational expenditure has been provided for. [t
needs to be noted that although this can be considered prudent, the desired cash levels
should be 60 days to ensure continued liquidity of the municipality. Any underperformance
in relation to collections could place upward pressure on the ability of the Municipality to
meet iis creditor obligations.

. Long term investments consist primarily of the sinking funds for the repayment of future
borrowings. The sinking fund value is held within long term investments and must be ‘held
to maturity’ and is not available for spending.

2.6.5 Funding compliance measurement
National Treasury requires that the municipality assess its financial sustainability against fourteen
different measures that lock at various aspects of the financial health of the municipality. These
measures are contained in the following table. All the information comes directly from the annual
budgeted statements of financial performance, financial position and cash flows. The funding
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compliance measurement table essentially measures the degree to which the proposed budget
complies with the funding requirements of the MFMA. Each of the measures is discussed below.

Table 33 MBRR SA10 - Funding compliance measurement

Total Gperating Revenue 233,984 244,483 267403 264,126 266,012 285,012 286,012 315,508 337,361 361,473
Total Gpereting Expanditure 230,481 259,378 283,240 258,283 265,832 285,932 285,932 310,530 330,356 356,554
Operating Pesfarmance Surplus/{Deficit 9,502 (14,895 25,837) 4,842 ;1] Bd il 5,378 £,805 4,918
Gash and Cash Equivalents {30 June 2012) 1,716

Revenve

% Increasa in Total Oparating Revenue 1.9% 5.3% 2.6% 3% 0.0% 0.0% 10.5% 6.7% T.2%

% Increase in Propery Rates Revenue 10.7% 10.6% 13.7% 0.4% 0.0% 0.0% 13.0% 5.5% £.3%

% Iereasa in Elestriciy Revenue . 1345 6.4% 8.3% 7.8% 0.0% 0.0% 12.7% 12.7% 12.7%

% Increase in Property Rales & Services Chargss B% 8.0% 11.4% 2.8% 0.0% 0.0% 12.5% 7.7% 7.7%
Expenditure

% 'ncrease in Tolal Operaing Ex pendiura t2.6% 5.2% RE%) 103% 0.0% 0.0% B.6% 8.4% 7.9%

% Increase in Employ &6 Costs 2.7% {14 78y 25.7% 8.5% 0.0% 0.0% 18.0% 4% 5.2%

% Incraase in Elscticlly Bulk Purchases 7.5% 8.6% Higesd] 13.8% 0% 0.0% 14.2% 14.2% 14.2%
Average Cest Per Budgatad Fmploy e Posifion (Remuneraton) 186487.66 1} 0

#varaga Cost Per Councllor {Remungrafion) 0 Q 0

RA&M % of PPE 0.6% 0.6% 0.8% 2.8% 2.3% 23% 31% 3% 3.3%
Asset Renewal and REM as & % of PPE 8679.0% 1.0% 1.0% 67.0% 58.0% $4.0% 3.0% 3.0% 3.0%
Debt impaitmant % ol Tala! Billabla Revenus 12.1% 9.0% 127% 405 10.2% 10.2% 10.2% 9.6% 9.4% 9.2%
Capftal Revenue

Intemaly Funded & Oher (R000) - - 5,007 1.600 1,120 1120 1520 - - -
Borrowing {R'000) - - - - - - - - - -
Grant Funding and Other {R'000) 24,536 26,858 28128 21,415 65,872 65,672 66,872 27,248 27,893 24,108
Intemally Generated funds % of Non Grant Funding 0.0% 0.0% 100.0% 100.0% 100.0% 100.0% 100.0% 0.0% 0.0% 0.0%
Bormowing % of Nor Grant Funding 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Grant Funding % of Talal Funding 100.0% 100.0% B84.8% 93.0% 98.4% 98.4% 98.4% 100.0% 100.0% 100.0%
Capital Expenditure

Tatal Capital Programme (R'000) 24,536 26,858 33,138 23,015 67,992 67,962 67,982 7.4 27,993 24,109
Basel Renewal - - - - - - - - - -
Assel Renaw al % of Tola! Capital Expandiure 0.0% 0.0% 0.0% 0.0% 0% 0.0% 0.0% 4.0% 4.0% 0.0%
Cash

Cash Reteipts % of Rala Payer & Other 48.1% 48.8% 52.2% 55.4% 497% 49.7% 48.7% 44.8% a2.7% 46.8%
Cash Coverags Rato o (o) [} 0 0 ] 0 0 [t} 0
Borrowing

Cradil Ratng (2009/10] o]

Gapilal Charges % Oparaling 3.3% 3.2% 24% 27% 2.4% 2.4% 2.4% 24% 24% 23%
Borrowing Receipts % of Capilal Ex pendiure 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 4.0% 0.0%
Reserves .

Surplusi{Deficig {35,667) (8,958} 12,073 16,558 52,039 58,454 58,404 20,831 23,655 21,441
Free Services

Fres Basic Services as a % of Equitable Share 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Free Services as a % of Operatng Revenue

{exc| operational ansters) 35.9% 28.0% 3% 24.9% 27% 2% 21.5% 21.2% 19.7%
High Leve! Qutcome of Fundihg Compliance

Totd Operaling Reventie 239,94 244,480 257,403 284,126 266,012 286,012 286,012 315,808 337,161 361,473
Told Operaling Expenditrs 230,481 259,378 283,240 259,285 285,832 285,932 285,832 310,630 330,356 356,554
Surpius/{Deicil) Budgelad Cperating Statement 9,502 {14,895) {25,837 4842 & 80 80 5,378 6,805 4,818
SurprusADefeil) Considering Reserves and Cash Backing {2,168) {23,863) (13,764) 3,798 63,018 63,574 59,574 26,210 0460 26,30
MTREF Funded (1)  Unfunded (0} 15 0 0 0 1 1 1 1 1 1 1
MTREF Funded + { Unfunded » 15 ® % x ¥ e v v o e v

2.6.5.1 Cash/cash equivalent position
The Municipality's forecast cash position was discussed as part of the budgeted cash flow
statement. A ‘positive’ cash position, for each year of the MTREF would generally be a minimum
requirement, subject to the planned application of these funds such as cash-backing of reserves
and working capital requirements.

If the municipality’s forecast cash position is negative, for any year of the medium term budget,
the budget is very unlikely to meet MFMA requirements or be sustainable and could indicate a
risk of non-compliance with section 45 of the MFMA which deals with the repayment of short term
debt at the end of the financial year.
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2.6.5.2 Cash plus investments less application of funds
The purpose of this measure is to understand how the municipality has applied the available cash
and investments as identified in the budgeted cash flow statement. The detail reconciliation of
the cash backed reserves/surpluses is contained in Table 21, on page 31. The reconciliation is
intended to be a relatively simple methodology for understanding the budgeted amount of cash
and investments available with any planned or required applications to be made. This has been
extensively discussed above.

2.6.5.3 Monthly average payments covered by cash or cash equivalents

The purpose of this measure is to understand the level of financial risk should the municipality
be under stress from a collection and cash in-flow perspective. Regardless of the annual cash
position an evaluation should be made of the ability of the Municipality o meet manthly payments
as and when they fall due. It is especially important to consider the position shouid the
municipality be faced with an unexpected disaster that threatens revenue collection such as rate
boycotts. Notably, the ratio has been falling significantly for the period 2010/2011 to 2014/15,
moving from 2.9 to (0.1) with the adopted 2013/14 MTREF. As part of the 2014/15 MTREF the
municipalities decreasing cash position causes the ratio to move to 0.1 and then decreases to
{0.7) for the outer years. As indicated above the Municipality aims to achieve at least one month's
cash coverage in the medium term, and then gradually move towards two months coverage. This
measure will have to be carefully monitored going forward.

2.6.5.4 Surplus/deficit excluding depreciation offsets

The main purpose of this measure is to understand if the revenue levels are sufficient to conclude
that the community is making a sufficient contribution for the municipal resources consumed each
year. An ‘adjusted’ surplus/deficit is achieved by offsetting the amount of depreciation related to
externally funded assets. Municipalities need to assess the result of this calculation taking into
consideration its own circumstances and levels of backlogs. If the outcome is a deficit, it may
indicate that rates and service charges are insufficient to ensure that the community is making a
sufficient contribution toward the economic benefits they are consuming over the medium term.

It needs to be noted that a surplus does not necessarily mean that the budget is funded from a
cash flow perspective and the first ftwo measures in the table are therefore critical.

2.6.5.5 Property Rates/service charge revenue as a percentage increase less macro inflation

target
The purpose of this measure is to understand whether the municipality is contributing
appropriately to the achievement of national inflation targets. This measure is based on the
increase in ‘revenue’, which will include both the change in the tariff as well as any assumption
about real growth such as new property development, services consumption growth etc.

The factor is calculated by deducting the maximum macro-economic inflation target increase
(which is currently 3 - 6 per cent). The result is intended to be an approximation of the real
increase in revenue. From the table above it can be seen that the percentage growth totals 0, 0
and 0 per cent for the respective financial year of the 2016/2017 MTREF. Considering the lowest
percentage tariff increase in relation to revenue generated from rates and services charges is 6
per cent, with the increase in electricity at 9,4per cent it is to be expected that the increase in
revenue will exceed the inflation target figures. However, the outcome is lower than it might be
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due to the slowdown in the economy and a reduction in consumption patterns. This trend will
have to be carefully monitored and managed with the implementation of the budget.

2.6.5.6 Cash receipts as a percentage of ratepayer and other revenue

This factor is a macro measure of the rate at which funds are ‘collected’. This measure is intended
to analyse the underlying assumed collection rate for the MTREF to determine the relevance and
credibility of the budget assumptions contained in the budget. Given that the assumed coilection
rate was based on a 88 per cent performance target, the cash flow statement has been
conservatively determined. In addition the risks associated with objections to the valuation roll
need to be clarified and hence the conservative approach, also taking into consideration the cash
flow challenges experienced in the current financial year. This measure and performance
objective will have to be meticulously managed. Shouid performance with the mid-year review
and adjustments be positive in relation to actual collections of billed revenue, the adjustments
budget will be amended accordingly?

2.6.5.7 Debt impairment expense as a percentage of billable revenue

This factor measures whether the provision for debt impairment is being adequately funded and
is based on the underlying assumption that the provision for debt impairment (doubtful and bad
debts) has to be increased to offset under-coliection of billed revenues. The provision has been
appropriated at 0.3, 0.3 and 0.3 per cent over the MTREF. Considering the debt incentive scheme
and the municipality's revenue management strategy's objective to collect outstanding debtors of
90 days, the provision is well within the accepted leading practice.

2.6.5.8 Capital payments percentage of capital expenditure
The purpose of this measure is to determine whether the timing of payments has been taken into
consideration when forecasting the cash position. Ii can be seen that a 0 per cent timing discount
has been factored into the cash position forecasted over the entire financial year. The municipality
aims to keep this as low as possible through strict compliance with the legislative requirement
that debtors be paid within 30 days.

2.6.5.9 Borrowing as a percentage of capital expenditure (excluding transfers, grants and
contributions)

The purpose of this measurement is to determine the proportion of a municipality's ‘own-funded’
capital expenditure budget that is being funded from borrowed funds to confirm MFMA
compliance. Externally funded expenditure (by transfers/grants and contributions) has been
excluded.

2.6.5.10 Transfers/grants revenue as a percentage of Government transfers/grants
available

The purpose of this measurement is mainly to ensure that al! available transfers from national and
provincial government have been budgeted for. A percentage less than 100 per cent could
indicate that not all grants as contained in the Division of Revenue Act (DoRA) have been
budgeted for. The Municipality has budgeted for all transfers.
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2.6.5.11 Consumer debtors change (Current and Non-current)
The purpose of these measures is to ascertain whether budgeted reductions in outstanding
debtors are realistic. There are 2 measures shown for this factor; the change in current debtors
and the change in long term receivables, both from the Budgeted Financial Position. Both
measures show a relatively stable trend in line with the Municipality's policy of settling debtor’'s
accounts within 30 days.

2.6.6.12 Repairs and maintenance expenditure level
This measure must be considered important within the context of the funding measures criteria
because a trend that indicates insufficient funds are being committed to asset repair could also
indicate that the overall budget is not credible and/or sustainable in the medium to long term
because the revenue budget is not being protected. Details of the Municipality's sirategy
pertaining to asset management and repairs and maintenance are contained in Table 55 MBRR
SA34C on page 91.

2.6.5.13 Asset renewal/rehabilitation expenditure level
This measure has a similar objective to aforementioned objective relating to repairs and
maintenance. A requirement of the detailed capital budget (since MFMA Circular 28 which
was issued in December 2005) is to categorise each capital project as a new asset or a
renewal/rehabilitation project. The objective is to summarise and understand the proportion
of budgets being provided for new assets and alsc asset sustainability. A declining or low
level of renewal funding may indicate that a budget is not credible and/or sustainable and
future revenue is not being protected, similar to the justification for ‘repairs and maintenance’
budgets. Further details in this regard are contained in Table 54 MBRR SA34b on page 116.
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2.7 Expenditure on transfers and grants programmes

Table 39 MBRR SA19 - Expenditure on transfers and grant programmes

KZN222 uMngeni - Supporting Table SA19 Expenditure on transfers and grant programme

5 201617 Medium Term Revenue &
Description Ref} 201213 209314 201415 Current Year 201516 .
Expenditurs Framework
R thousand Audited Audited Audited Original Adjusted Full Year | Budget Year t Budget Year | Budget Year
Outcome Quiceme Quteaime Budget Budget Forecast 201617 +1 2017118 | 42 2018M19
EXPENDITURE: 1
Operating expenditure of Transfers and Grants
National Government: 33,556 43,81 44,911 48,500 53,528 53,528 58,268 63,810 62,99
Local Government Equltsble Share 74961 7208 45,229 Elig kT LIKEH 40,132 LY Pl 34558 54,763 |
Muricipal Sy slems Impravement 342 86 1,316 930 930 930 - - -
Finance Management 2,232 2573 1,877 1,600 1,800 1,600 1,625 1,700 1,955
EPWP Intentive 1,021 2,984 972 1,438 1,466 1,466 1,317
Integrated National Electrificaton Pregramme 418 - 5,000 5,000 £,000 7,000 -
Other tansfersfgrants [insert descripion] 4,400 4,400 4,400 4,897 5,452 5,981
Provingial Government: 1,701 4,434 3,063 3,142 4,011 4,011 3,20% 3,335 3,508
1,562 2672 2782 2576 7376 R 7,668 i PR
134 284 161 166 §. 656 656 s} 184 193
5 1,320 150 - 25 25 :
. 158 - - 354 354
_ Ofther transfersfgrants [inseri description] - - - - 358 i 394
District Municipality: - - - - - - - - -
finsert description]
Other grant providers: - - - - - - - - -
finsert description]
Total operating expenditure of Transfers and Grant; 35,257 48,265 47,974 51,642 57,540 57,540 61,469 66,945 65,705
Capital expenditure of Transfers and Grants
Natienal Government: 24,364 19,487 21,415 27,289 22,384 22,384 21,866 23,506 24,653
Municipal Infrastructure Grant (MIG) 72,354 KEXIH 415 22,349 77,248 72,249 | ) 23,506 24553 |
Dept of Energy - NATIONAL GRANT 5.000 135} 135 - - -
- 575 - - -
) Other-capital transfers.'gmn’s_ ['Ense{td_esc] - - -
Provincial Government: 2,409 8,641 32,312 - 19,921 19,927 - - -
Mandela Capture site 2,408 8,641 32,32 19,927 19,927 = - -
District Municipality: - - - - - - - - -
[insert deseniption]
Other grant providers: - - - - 1,391 1,301 - - -
[insert description] I
. ) . ) - 1,391 1,391 AR -1 =
Total capital expenditure of Transfers and Grants 26,774 28,128 53,727 27,249 43,702 43,702 21,866 23,508 24,653
]
TOTAL EXPENDITURE OF TRANSFERS AND GRAN 62,031 76,393 101,702 78,891 104,242 101,242 83,335 80,451 90,358




Table 40 MBRR SA 20 - Reconciliation between of transfers, grant receipts and unspent

funds

KZN222 uMngeni - Supporting Table §A20 Reconciliation of iransfers, grant receipts and unspent funds

Description

R thousand

Ref

2012113

2013144

2014115

Current Year 2015/18

2016/17 Medium Term Revenue &
Expenditure Framework

Audited
Outcome

Audited
Cutcome

Audited
Cutcome

Qriginal
Budget

Adjusted
Budget

Full Year
Foresast

Budgel Year
2016017

Budget Year
+1 2017118

Budget Year
+2 2018119

Operzting transfers and grants:
National Government:
Balance unspent at beginning of fhe y ear
Cument year receipts
Conditions met - transferred to revenue

Provinciat Government:
Balance unspent &l beginning of the year
Curentygar receipts
Conditions met - ransferred o revenve
Conditions sfill 1 be met - ransferred to lizbilifes;
District Munigipality:
Balance unspent at beginning of the y ear
Currenty ear receipts
Conditions met - transferred to revenue
Condiions 26 o be met - transferred 1o fiabilifes]
Other grant providers:
Balance unspent at beginning of the year
Current y ear receipts
Conditions met - transferred to revenue
Conditions stll o be met - yansferred to Kabilifes)

Congitions stll © be mel - tansferred o habilites]

2,643

2,543

28

2
53,500

28
53,500

58,268

63.610

62,199

75

2,543

28

- 53,528

53,528

58,768

63,610

62,199

831
2935

10,271

870

870
3,142

B70
3,142

3,201

3335

3,508

KR

10,27

870

- 4,012

4,012

3,201

3,335

3,506

Tolal operating translérs and grants revenue

6,309

12,814

(55

- 57,581

57,541

61,469

Total operating transters and grants - G168

Capital transfers and grants:
National Governmaent:
Balance unspent at beginning of the year
Current y ear receipls
Conditions met - fransferred to revenue
Condifians sl o be met - ransferred to iabilifies]
Provincial Government:
Balance unspent at beginning of the y ear
Cument year receipts
Conditions met - transferred to revenue
Canditions sl to be met - transferred 1o liabilties
District Municipality:
Balance unspent at beginning of the y ear
Current y ear recelpts
Conditions met - transferred to revenue
Conditons stll o be met - Fansferred to liabilifesy
Other grant providers:
Balance unspent at beginning of the year
Currenty ear receipts
Conditions met - transferred to revenue
Conditons sfll fo be met- ransferred to liabiliies]

8
22,249

6
22,249

21,866

23,506

- 22,255

22,255

21,866

23,506

21,318

21,318

21,318

21,318

- 21,313

21,318

Total capital transfers and grants revenue

21,324

- 43,573

43,573

21,368

23,506

24,653

Tetal capital transfers and grants - CTBM

TOTAL TRANSFERS AND GRANTS REVENUE

6,309

12,814

22223

- 101,114

101,114

83,335

90,451

90,358
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2.8 Councilior and employee benefits

Table 41 MBRR SA22 - Summary of councillor and staff benefits

KZN222 uMngeni - Supporting Table SA22 Summaty councillor and staff bonefits

Swummary of Employea and Councllior
ramunaerstion

R thousand

Ret

2012113

201344

2014115

Current Year Ze16/10

%016/17 MModium Term Rovenue &
Expandiure Framewark

Auditod
Cutcome

Audited
Ouicoma

Awvditad
Outcome

Original
Budgat

Adjustod
Budget

Full Year
Forecast

Budgot Yoar
201617

Budget Yoar | Budget Yoar
+1 2017118 | +2 201818

Basic Salaries and Wages

Pension and UIF Contributions

Medical Aid Contributions

Motor Vehicle Allowance

Cellphone Allew ance

Housing Allowances

Other benefits and allow snces
Sub Total - Caunclllors

%% lncreoaso

Sonior Managars of the Municlpatiby
Basic Selarles and Wages
Permion and UIF Gontributions
Medical Aid Contibutons
Overime
Perfarmance Bonus
Motwor Vehicla Allew ance
Cellphone Allew unca
Houzing Allowances
GCither henelits and allow ances
Payment in liou of lcave
Long service nwards
Postraitamaont benelit obligatons
Sub Total - Scnlor Managers of Municipality
% Incroasoe

Other Munlclpal Staft
Basic Salaries and Wages
Pension and UIF Contibutions
Meadicat Aid Contibutiona
Ov artime
Ferformanca Benus
Motor Vehicle Allowanca
Ceallphone Allow ange
Housing Allow ances
Other brnefita and allowances
Payments in lieu of leave
Lang sorvice awaerds
Post-reliramant benefit akligations
Sub Total - Other Munlcipal Stat
% lncroaso

Counclllors {Paliticosl Offlce Boarores plus Othar)

W w

WWww

A

© 5,465

B

5,745

C

6,119

%]

6,726

B

7,082

(=3

7,092

G

7,763

H

#,151

8,658

5,465

5,745
5.1%

5.119
8.5%

3.505

729
-]

178
114

7,052
5.4%

8,241
12z

351
114

7,002

6,244
12

351
114

F.763
B.5%

6,802
1

114

145

2,157
5.0%

7.143
1"

120

153

B,555 |
5.0%

7.500
12

181

48,337
7,312
2,669

3,935

534

203
14,171

3,478
(15.1%)

42,602
B.910
3,219
3918
1,456

202
183
2,600
3,102

75,209

G5,978 |
(12.3%}

3,554
26.3%

53,036
10,385
3,742
5,563

2,964
314
248

© 4,790

- 2,376

5,546
49.0%

60,744
31,215
6,054
4.518

2,459 |

s
752
5,371
4,805

621

6,718
2.8%

53,818
11,430
4,680
5,840

3,587
a1
586

5616

3,106

B91

6.7

53,818
11,430
4,680
5,840
3,597
341
sg6
5.616
3,405

8691

23,387
28.4%

B7,863
1T %

59,705
{8.2%)

55,705

7,073
5.3%

57,616
16,345
6,183
6114

3.556
31z
718

6,130

3,308

136

7.A%8
5.0%

56,349
11,089
6,628
6,554

3,812
334
6B

6,494

4,515

782

¥, 758
5 0%

60,227
11.855
7.088
7,007

4,075
358
a1

7,108

3722

828

I~ 5,678
5.0%

96,326
1.4%

103,007
T.0%

Total Bareni Municipality

84,770

75,209

BE. 670

116,656

143,515

103,515

06,654

191,904

TG 4547

Board Membors of Entitios
Basic Solaries and Wages
Pension and UIF Contibutions
Medical Aid Gentributiens
Overtime
Performancs Bonus
Molor Vehicle Allow ance
Celliphone Allow ance
Heusing Allowances
Other benelits and allowanves
Board Feea
Payment in licu of leave
Long service awards
Postretremant benefit obligations
Sub Total - Board Membors of Entitias
*% Incroaso

Sonl Managears of Entities

Basic Selaries and YWages

Pansion and UIF Conmibutions

Medical Aid Conributions

O ertime

Parformance Bonus

Moter Vahicle Allowance

Celiphona Allow nnce

Hausing Allowsncas

Qther bansfis and allowances

Pay menks in fieu of leav e

Long service awards

Post ment benefit bons
Sub Total - Sanlor Managers af Entitlas

% Increase

Cther Stafif of Entitles
Basic Salaries and Wages
Pension and LF Confibutions
Medical Aid Coniibutons
Qv ertma
Parformance Sunus
Meowr Vehicla Allowance
Gellphona Allow ance
Housing Allowances
Other benefits and allowances
Payments in lieu of leav e
Long servica awards
Paoat-ret 1ent benefit
Sub Total - Othor Staff of Entitios
% Increase

WA

XY AEXRAY

[FEARARAL

[i.3%}

24.8%

18.2%

6. 79%)

BT

1.9%

8. 7%

Total Municipal Entltles

TOTAL SALARY, ALLOWANCES & BENEFITS

84,770

75,203

23,010

110,858

103,518

103.515

108,854

111,804

Y INCronsa

111.3%)

24.9%

1B.2%

(8. 7%)

8. 1%

1.8%

TOTAL MANAGERS AND STAFF

5,7

79,205

60,458

87,791

104,220

88,423

06,423

102,091

105,763

110,838
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Table 42 MBRR 5A23 - Salaries, allowances and benefits {political office bearers/councillors/ senior

managers)

KZN222 uMngeni - Supperting Table SA23 Salaries, allowances & benefits {political office bearersfcouncillors/senior managers)

EXECUTIVE REMUNERATION

Contribution i
Distlosure of Salaries, Allowances & Benefits 1, Ref Salary ontributions} Atlowances | Performance In-kind Total
N Bonuses benefits Package
0.
Rand per annum 1. 2,
Councillors 3
Speaker 4 663,547 563,547
Chigf Whip - -
Executive Mayor 829,535 829,535
Deputy Execuive Mayor 664,127 664,127
Executive Commities 623,004 623,004
Total for all other counciliors 4,982,390 4,982,390
Total Councillors [} - 7,762,603 - - 7,762,603
Senior Managers of the Municipality 5
Municipal Manager (M) 1,388,893 1,388,993
Chief Finance Cfficer 1,222,505 1,222,605
List of each offical with packages >= senior manager
GM: CORPORATE SERVICES 1,109,510 1,169,510
GM: LED & PLANNING 1,133,206 1,133,206
GM: TECHNICAL SERVICES 1,108,510 1,109,510
GM: COMMUNITY SERVICES 1,109,510 1,108,510
Total Senior Managers of the Municipality 810 - 7,073,332 - - - 7,073,332
A HeadIng for Each Entity 6,7
List each member of board by designation
Total for municipal entities 810 - - - - - -
NCILLOR, DIRECTOR and
JOTAL COST OF COU ’ o 0] - | 1483593 - - - 14,835,935

80




Table 43 MBRR SA24 — Summary of personnel numbers

KZN222 uMngeni - Supporting Table $A24 Summary of personnel numbers

Summary of Personnel Humbers Ref 2014113 Current Year 261516 Budget Year 2016/17
Number 1,2| Positions Permanent | Contract Positions Permanent | Contract Fositions Permanent | Coatlract
employees | employees employess | employaes employees | employees
Hunlcipal Council and Boards of Municipal Entities
Councillers (Poliical Office Bearers plus Other Councillors) 21 21 21
Board Members of municipal entfies 4
Muntcipal employees H .
Municipal Manager and Senier Managers 3 [ [ [
Other Managers 7 2 25 2%
Profassionals - § - - & - - [ -
Finance
Spetialftown planning 4 4 4
information Technology 1 1 1
Roads
Electricity i 1
Water
Sanitation
Refuse
Other
Technicians - 29 - - 79 - - 128 -
Finance
Spatigifiown planning
Information Technology - -
Roads 2 L] 129
Electricity -
Waler -
Senitation -
Refuse -
Other -
Clerks {Clorical and administrafve) n 86 46
Service and sales workers 13 19 19
Skilled agricultural and fishety workers -
Craft and related rades - 10 10 10
Plant and Machine Operators 29 28 2%
Elementary Cccupations 150 150 150
[TOTAL PERSONNEL WUMBERS ¢ - 5% 5 = 25 5 - 5 3
% Increasa - 19.4% - - 11.8% -
Total munlcipal employees headcount &, 10)
Finance personnel headeount 4, 10!
Human Resourses parsonnel headeount 5 10
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2.9 Monthly targets for revenue, expenditure and cash flow
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2.11 Contracts having future budgetary implications

In terms of the Municipality's Supply Chain Management Policy, the following contracts are
awarded beyond the medium-term revenue and expenditure framework (three years). In ensuring
adherence to this contractual time frame limitation, all reports submitted to either the Bid
Evaluation and Adjudication Committees must obtain formal financial comments from the
Financial Management Division of the Treasury Department.

Table 52 MBRR SA32Z — List of external mechanisms
KZN222 ulingeni - Supporting Table SA32 List of extemal mechanisms

. Period of Expiry date of Honetary
External mechaniom N . value of
Yes! Lagreement 1. . X service delivery

Tithag jrmmmmrmmmes e Service provided agreement or agreement 2.

Name of arganisaticn Numbar contract R thousand

GNG iDebt Collecton 31632018 10% prot fee
Siva Chetty 1Dt Coflection 3 0% prof fee
Kelgovis iPty) Lid tietval Property Magt System NS 210
Byles {Ply) Lid Bytes 3G/06/ 2014 31
Indwe Risks Services Shot Term Insurance 3/06/2017 318

Hisumi T elecommunicalons MIMS Sent Stalernenis for Municipal Accounts 3048812018 -
Fiddlity Cash Sclutions Cash InTransk 3079972018 FIa|

2.11 Capital expenditure details

The following three tables present details of the Municipality's capital expenditure programme,
firstly on new assets, then the renewal of assets and finally on the repair and maintenance of
assets.

Table 53 MBRR SA 34a - Capital expenditure on new assets by asset class
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KZN222 uMngeni - Supporting Table SA34a Capital expenditure on new assets by asset class

Description

R thousand

Ref

1

201213

2013114

2014115

Current Year 201516

2018/17 Medium Term Revenue &
Expenditure Framework

Audited
Outcame

Audited
Outeome

Audited
Gutcome

Originat
Budget

Adjusted
Budget

Full Year
Forecast

Budget Year | Budget Year
201617 +1 201718

Budget Year
+2 201819

Capital expendﬁure on new assets by Assel ClassiS

Uh-class

Infrastructure
Infrasruclure - Road tansport
Roads, Pavements & Bridges
Storm waler
Infrastructure - Electrisity
Generaltion
Transmission & Reticulation
Sirest Lighting
Infrastructure - Water
Dams & Reservoirs
Waler punification
Reticulation
Infrasyucturs - Sanialion
Reficulafion
Sewerage purification
Infrastruciure - Other
Wasle Managemont
Transportalion
Gas
Clher

Community
Parks & gardens

Sportsfields & stadia
Swimming peols
Community halls
Libraries.

Regreatfonal facilites
Flre, salaty & emergency
Security and palicing
Buses

Clinlcs

Museurns & Ar Galleries
Cemelaries

Social rental housing
Other

Herltage assats
Buildings

Other

|nvestmaent propertles
Housing development
Other

Other assels
General vehicles
Speclalised vehicles
Plant & equipment
Computers - hardw arefequipment
Furniture and other office equipment
Abattoirs
Markets
Civie Land and Bulldings
Other Buildings
Other Land
Surplus Assats - {Investment or Inv entory)
Other

Agrleultural assets
List sub-class

Blologlcal assets

List sub-class

Intangibles
c tars - software & | I

p

Other (fist sub-clags)

10

26,853

29,645

20,741

23,749

20,140

20,140

19,866 31,506

34,452

26,858
26,858

20,070
29,070

575

19,626
19,926

815

815

18,748
18,749

5,00

5,0

00

00

20,005
20,006

133

135

20,005
20,005

13%

135

18,866 23,506
15,866 23,506

- 8,000

- 2,000

26,453
26,453

8,000

8,000

2,462

32,312

19,827

19,927

2,462

32,3i2

19,927

19,027

Total Capital Expenditure on new assets

26,858

33,135

56,276

27,248

44,409

44,408

29,148 32,764

35,786
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Table 54 MBRR SA34b - Capital expenditure on the renewal of existing assets by asset

class

KZN222 uMngeni - Supporiing Table SA34b Capital exponditure on the renewal of existing assets by asset class

20%6i17 Medlum Term Revenue &

Infrastructure - Road Fansport
FRoads, Pavemenis & Bridges
Storm waler

Infrastructure - Eleckicity
Genaralion
Transmission & Retizufation
Sireel Lighting

Infrastructure - Water
Dams & Resensoirs
Waler puritication
Reticulalion

Infiastruclure - Sanilation
Reticulation
Sewerage purification

Infrastructure - Cther
Wasle Management
Transpottation
Gas
Cther

Communlty
Parks & gardens

Sporisfields & stadia
Swimming pools
Community halls
Libraries

Recreational faciliies
Fire, safety & emargency
Security and policing
Buseg

Clinles

Museums & An CGallaries
Cemeteries

Social rental housing
Other

Heritage assets
Buildings
Other

Investment propertiss

Housing davelapmaent
Qther

Other assats
Goneral vehicles
Specialised vehicles
Plant & aquipmant
Compulars -~ hardw arefequipmant
Furmitura and other office equipment
Abatioirs
Markets
Civic Land and Buildings
Other Buildings
Other Land
Surplus Assats - (Investment o Inventory)
Other

Agricultural assets

List sub-class

Blalaglcal assets
List sub-class

Intanglbles
Compulars - sofw are & programming
Qther {list sub-class)

Descriplion Ref 201213 2013114 2014115 Current Year 2015/16
Expendlture Framowork
R thousand 5 Audited Audited Audited Original Adjusted Full Year Budget Year | Budget Year | Budpet Year
Gutcome Outcome Quicomne Budget Hudpget Forecast 2016117 +5 2091118 +2 2016119
Gapital expenditure on renowal of existing asseis by Asset Class/Sub-class
[nfrastructure - - - - - - - - -

Total Capital Expenditure an renewal of existing
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Tahie 55 MBRR SA34c¢ - Repairs and maintenance expenditure by asset class

KZN222 uMngeni - Supporting Table SA34c Repairs and mainlenance expenditure by asset class

201617 Nedium Term Revenue &

Description Ref 201213 201314 201415 Current Yenr 2015146
Expendlture Framework

R thousand 1 Audited Audited Audited Qriginal Adjusted Full Year Budget Year { Budget Year | Budget Year
Outcome Quicome Gutcome Budpet Budget Foracast 2016/1T +1 2017118 42 2013119
IWepETs and malnishAnce sApendiire by Asael ClassISUB-tlass
Infrastructure - - 6.100 14,699 8,650 9,699 10,294 10,832 14,577
Infrastruciure - Road transpart - - 3,940 9,125 8,126 8,125 7.708 8,186 8,669
Roads, Pavemenls & Bridges " 3,940 7,050 7,000 7.050 t7,551 8,019 8,492
Storm waler - 2,075 1,075 1075 157 167 177
Intrastructuro - Electricity - - 2,160 5,574 1,574 1,574 2,586 2,745 2,908

Generation
Transmission & Relicuwialion 2,160 5574 . 1574 1,574 2,586 2.745 2,908

Street Lighting
Infrastructurs - Water - -

Dats & Reservoirs

Water purification

Reficulation
Infrastructure - Sanitation - - - -
Reticulalion
Sewerage puification
Infrastructure - Other - -
Waste Managament
Transportation 2
Gas
Other 3

Community 4,932 6,333 6,247 10,042 8,397 8,397 11,267 11,716 12,407
Parks & gardens - = -

Spartshields & stadia i o . a7 958 959 959 815 B6G T
Swimming poals . - - - - .
Community halls T . 107 Fasd 213 . 273 ] | 1,706 1,812 ] L.1,919
Libraries R 269 570 | §70 570 C 44 a0 | 466
Recreatonal facilifes. o o

Fite, safety & emergency AR - T
Seaurity and pelicing ) :
Buses

Clinics SR
Museums & Art Galleries . -
Temeteries

Social rental housing a -
Cthai 4,932 6,333 5,584 7,156 5511 5,511 7.820 8,055 8,530

Herltags aazets
Buildings
Gther 9

Investment properties - - -
Housing devslopment
Other

Other assets - - - - -
General vehicles R .

Specialised v chicles 10 - - -
Plant & equipment

Somputers - hardw arefequipment
Fumiture and other cffice equipment
Abatlsirs

Markets

Civic Land and Buildings

Dther Buildings

Other Land

Surplus Assets - (lwestment or fnvenlbry)
Cther

Agricultural assats - -

List sub-class

Blologlcal azsets

| List sub-class

Intangibles - -

G ters - sofware & i T —
Cther {list sub-olass) X R . Lo .

Total Repairs and Malntanance Expenditure 1 4,932 5,333 12,347 24,741 18,086 18,096 21,561 22,648 23,984

Speclalised vahlcles - -
Refuse B o

Fire
Consaervancy
Ambulances

RE&M ax a % of PPE 0.6% 0.8% 1.6% 3.1% 2.3% 2,3% 2.8% 2.9% 3. 1%
R&M as % Operating Expenditure 1.9% 2.2% 4.1% 7.8% 5.6% 5, 6% 5.8% 5.8% 5,0%
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Table 55 MBRR SA35 - Future financial implications of the capital budget

KZN222 uMngeni - Supporting Table SA35 Future financial implications of the capital budget

L 2016717 Medivm Term Revenue &
Vote Description Ref ) Forecasts
Expenditure Framework

Budget Year | Budget Year | Budget Year | Forecast Foracast Forecast

R thousand
2018117 +1 2017118 | +2 2018119 2019/2¢ 2020/21 2021122

Present
value

Capifal expenditure 1
Vole 1 - Executive and Council 175 186 197
Vole 2 - Finance 129 148 167
Vole 3 - Corporate Services 292 311 330
Vole 4 - Planning Services 114 122 129
Vole 5 - Community Services 2,251 267 283
Vofe 6 - Technical Services 26,176 23,736 26,690
Vote 7 - Economic Development and Grow th - - -
Vole § - Intemal Aucit - - -
Vote 9 - Electricity - 8,000 8,008
Vote 10 - [NAME OF VOTE 10] - - -
Vote 1 - [NAME OF VOTE 11 - - -
Vole 12 - [NAME OF VOTE 12] - - -
Vote 13 - [NAME OF VOTE 13] - - -
Vole 14 - [NAME OF VOTE 14] - - -
Vole 15 - [NAME OF VOTE 15] - - -
List entity summary if applicable

Future operational costs by vote 2
Vate 1 - Executive and Council
Vote 2 - Finance
Vole 3 - Comporale Senvices
Volg 4 - Planning Services
Votz 5 - Community Services
Vole § - Technical Services
Vote 7 - Economic Development and Growth
Vole § - internal Audit
Voie 9 - Electricliy
Vole 10 - [NAME OF VOTE 10]
Vote 11 - [NAME CF VOTE 11]
Vote 12 - [INAME OF VOTE 12)
Vote 13 - INAME OF VOTE 13]
Vote 14 - [NAME OF VOTE 14
Vate 15 - [NAME OF VOTE 15]
List entity summary if applicable

Total Capital Expenditure 29,148 32,764 35,756 - - -

Future revenue by source 3
Properly rates
Properly rafes - penelties & collecion charges
Service charges - elechicity revenue
Service charges - water revenue
Service charges - sanilaion revenue
Service charges - refuse revenue
Service charges - other
Rental of faciliies and equipment
List other revenues sources if applicable
List entity summary if applicable

Total future operational costs - - - - - -

Total future revenue - - - - - -

Net Financial Implications 29,148 32,764 35,786 - - -

March 2016
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Table 61 MBRR Table SA3 — Supporting detail to Statement of Financial Position

KZN222 ulingeni - Supporting Table SA3 Supportinging detail to '‘Budgeted Financial Position'

201817 Medium Term Revenue &
201213 2013014 2014115 Current Year 201516 .
Expenditurs Framework
Description Ref
Audited Audited Audited Original Adjusted Fuli Year Pre-audit | Budget Year [ Budget Year | Budgef Year
Outcome QOutcome Outcome Budget Budget Forecast outcome 201617 41 2017118 | +2 2018018
R thousand
[ASSETS
Call investment deposits
Call deposits <80 days 14,649 29,798 38,548 25210 16,228 16,228 16,228 18,160 2,34 28,552
Other cusrent investments » 90 days - - - - - - - - -
Total Gall investment doposits 2 14,549 28,798 36,548 25,210 16,228 16,228 16,22¢ 18,160 24,534 29,552
Censumer debtars
Consumer deblors 35,668 32,515 31,354 99,581 5,50 98,591 99,591 87,123 84,577 82,040
Lass: Provision for debt impairmen - - (21,462) {21,452} (21,482 (21,462) (22,878) (24.247) {25,730
Total Consumer debters 2 35,588 32515 31354 75,129 8128 78,128 76,125 64,315 50,201 56,310 |
Debt impairment provision
Balance al he heginning of e year - - - - - - - - - -
Contribuions ta the pravision - - - - - - - - - -
Bad debls writisn off 28,470 32,338 - 21,462 21,462 21,482 21,462 22,878 24,297 25,730
Balance at end of year 20,470 34338 = I Y] FiRLY] HE AT 2618 8| 25,15t
Property, plant and equipment [FPE)
PPE at costivaluation {exct. nance [eases) 771,555 775,304 788,876 796,982 802,087 802,087 802,087 778,784 770,204 762,825
Leases recognised as PPE ki - - - - - - - - - -
Less: Atcumulaled depreciation - - - - - - - - - -
Total Property, plant and equipment (FPE} 24 TH,585 775,954 748,876 746,982 §02,087 02,087 507,087 T76,784 770,494 762,825
LIABILITIES
Current liabilities - Borrowing
Sharl term Ioans {other ten bank overdrat) - - - - - - - - - -
Cureent portion of long-tarm liabilifes 6,148 3,189 321 4635 2,650 2,690 2830 2,803 2,073 3,152
Total Current lisbilities - Barrowing 6,148 3189 1218 4535 7650 650 ZE50 7,805 2871 3152
Trade and other payables
Trade ang oter creditors 28,289 25345 18,843 25,557 16,670 15,670 16,670 17,048 14,491 13,042
Unspent condilional Fransfers 12,814 17,831 22,23 - - - - - - -
VAT 2416 705 - - - - - - - -
Total Trade and other payahles 2 43,518 43,881 166 25,557 16670 16,670 16,670 17,043 14,451 13,042
Nen current lizhilities - Borrowing
Borrowing 4 ,159 31,672 2,022 33,599 23,022 2,022 29,022 25,372 23,566 23,593
Finance leases {including PPP asse! element) 564 1,362 - - - - -
Total Non current liabllities - Borrowing KiRiH 305 3022 15,558 25022 25,022 8,022 2| 566 23,599 |
Provisions - non-turrent
Refrement benefils 25,272 2,705 -
Lis! other major prevision items
Refuse landfil site rehabilitation 14,070 16,556 18,117 5,072 15,080 19,080 19,080 19,747 21,54 23,462
ohers - 6,140 31,262 - - - - - - -
Total Provisicns - non-current 39,383 A [,579 5072 15,060 15,080 5,080 54 05 73,567
CHANGES IN NET ASSETS
Accumulated Serplus/{Deficit)
Accumulated Surplus/(Defici) - opening balance 617,825 644474
GRAP adjustments - - - - - - - w - -
Restated belance - - 617,926 - - - - 644,474 - -
Surplus/{Deficit) {14,340 2,436 26,548 28,274 22517 2517 22,517 25,383 33,284 35,454
HAppropriafions b Reserves - - - - - - -
Transfers from Reserves - - - - - - -
Depreciation ofsefs - - - - - - -
Other adjusiments 510,097 578,027 578,027 518,027
Accumulated Surplusi{@eficit) 1 14340} FXET TaATE [ 6aB,3i0 500,544 500,543 B0, 545 BGE, 536 3,284 5,851 |
Reserves
Housing Development Fund 15,681 15,108 15,108 15,108 15,108 15,108 15,108 15,108 15,108 15,108
Capital replacement - - - - - - - - - -
Selfinsurance - - - - - - - - - -
Other raserves 12741 121411 12141 241,292 241,202 241,292 241,262 251,252 241,292 241,202
Revaluatien -
Total Reserves 2 143,152 142,578 142,579 255,400 756,400 | 256,400 | 256,800 256,400 256,400 | 256,400 |
TOTAL COMMUNITY WEALTH/EQUITY 2 126,212 145,015 787,052 894,770 256,944 856,344 856,944 925,257 289,684 281,851
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Table 62 MBRR Tahle SA9 — Social, economic and demographic statistics and

assumptions
KZN222 uhageni - Supporling Table SAD Soclel, econemic and demographic statistics and assurplions
ltkifk] 234 01415 [Cutrent Yearl 2096117 Medium Torm Revinue &
201516 Espendifure Framework
Deseription of cconomle indiator Besls of calsulation 2001 Census | 2907 Survey | 2013 Cansus
Outcome | Ouftame | Outcome | Original § Qutcame 1 Quicome | Oulcome
Rel Budget
[Bemographlcs
Prpulaion 2,10 2,10 Ernl kil 21 @ 9.0
Femalss agad 6+ 14 1,162 1562 1462 1162 1,162 1,162 71682
Males aged 5 - 14 1,385 1,368 1388 1,38 T.%8 135 7,368
Females aged 15 34 12,87 LIALT 1,167 17,181 15 .15 7957
Males aged 15 - 34 12,758 17258 17,759 s 1775 17,154 ER ]
Unemphyment 911 M1 5m 511 EaL| & 81t
Monthly heuschold income {ne. of households) 1, 12
Huo inceme BAT B[ 287 kbt 3287 3287 3328
R1-R1E00 12,687 12,987 12,987 12,587 12,367 12,987 {3,507
R1£01-R3 200 8515 855 4575 B515 8,515 8,575 8,575
R3 201 - Ré 40 444 4445 440 444 444 443 445
RE 401 - Ri2 800 41 4124 4124 410 4,124 4124 14
R1280%-R25 600 3130 313 31 3130 3130 3% 310
RI5601 - R51 200 1501 1501 1501 1,501 150 1501 1,501
RS2 201 - R102 420 481 £ 4@t 481 481 481 3]
R102 40t - R204 B0 178 176 17 176 176 {1 118
Ra04 81 R&0O 800 8 94 3 94 L) 84 L1}
RA09 01 -R819 200 - v - - - - -
>Re19 200 - - - - - - -
Poverly profiles (no, of households,
< 2 060 par household per month 13 1900000 | 100000 | 19000.08 | 1900000 | 1900000 | 1808000 | t3009.00
 Insent dsciiplion 2 00 0.00 6.00 0.0 0.00 (1) Q.00
Hedsgheldidamographics {000
Number of pesple in manizipa area B 2 ] 2] b:5) 9% 9
Number of poer people in municial area - - - - - -
Number ol househotds in musiclpal area kil ] k! kol 3 k]
Numbet of poor heuseholds in munlcipal xea - - - - - - -
Defirdton of poor hozeehold {R per manth) - . -
Housing statistics 3
Formal 23585 23,485 745 23485 2485 23,485 23,485
Inboemugl 154 1,54 1646 . 1848 1,546 154 154
Total aumber of households - H03 504 25,00 B0 503 5,031 5,03
Dwalings provided by mitcipalty 4
Dwelings previded by provineals
Divellngs provided by privals secki 5
Tolal hew housing dwelllngs - - - - -
Economlc §
Infationdinfiation outiogk: (GPIX)
Inferest raia - borrow Ing
Inprast raka - investment R .
Remuneraion increases §8% £.8% 8% 6.8% B.8% 6.8% 55%
Consumgton grow b [sleckicty) %[ 1% T4% 1A% 1.0% 4% 14%
Consumpton growh [waker) :
Coflection rates T
Praparly Esesvice charges 0% WO | oW | S20%- | BRO% . 80N BA0%
Rentl of xciies & aquipment 80% | 5% Ga% (g% .. BAO% . . BRD% - BR0%
Inktesl - extemal investments Cwtoow | M00% | o100wse | soak [ ehewl o mmes M
Inierest - deblors 0% ] BO% SR 80.0% -] Be0%. T BRI% . . BA0% -
Revenue fom agancy services 10 E0% | % [ 0% 88.0% .. BRO% BA%-
: P T s
March 2016

103



Table 63 MBRR SA32 -~ List of external mechanisms

KZN222 uMngeni - Supporting Table SA32 List of external mechanisms

External mechanism

Yrs!

Period of
agreement 1,

Service provided

Expiry date of
service delivery

Monetary
value of
agreement 2,

Mths agreement ar

Name of organisation Number contract R thousand
GNG Uebt Collection J1A032N9 10% prof e
Siva Chetly Debt Coliection 3110312019 10% prof fee
Metgovis (Pty) Lid Metval Property Magt System 31122015 270
Bytes (Pty) Lid Bytes 30/06/2014 3
Indwe Risks Services Shart Term Ingurance 30/06/2017 216
Nsumi Telecommunications MMS Sent Stalements for Municipal Accounts 30/08/2016 -
Fidelity Cash Soluiens Cash In-Transit 20/09/2016 271
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MUNICIPAL NOTICENO ..................
DRAFF TARIFFS: 2016/2017 FINANCIAL YEAR

Notice is hereby given in terms of Section 75A(3)(b) of the Local Government: Municipal Systems Act (Act 32 of 2000),

that uMngeni Municipal Council by Resolution taken on ............... resolved to amend the following tariffs as indicated:
1. Refuse Removal Tariffs
(a} Domestic Consumers Free up to total market value per property of R200 000.

Consumers/Ratepayers with property values in excess of
R200 000 will have a monthly charge of R61.19

(b) Commercial Consumers R114.26 per 120L bin per month
(One collection per week)

{c) Government Institutions R101.57 per bin 120¢ per month
{One collection per week)

Sectional title complexes that collect and transport domestic refuse to the landfill site for disposal must make
application in writing to the Municipal Manager in order to qualify for reduced refuse removal tariffs subject to
all necessary criteria being met.

The above tariff excludes Vat.

2, Electricity Tariffs

Domestic Consumers High on Conventional Meters

BLOCK 1: 0 — 50 Kwh 84c/kwh

BLOCK 2: 51 - 350 Kwh 105¢/kwh

BLOCK 3: 351 — 600 Kwh 142¢/kwh

BLOCK 4: 601 and above 172c/kwh

Basic Charge R131.28 per month

Any domestic consumer in excess of 60 amps will attract the charge of R24.59 per amp per month

These tariffs are applicable in respect of all accounts rendered from 1 July 2016 irrespective of when meter readings
were taken
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Domestic Consumers Low on Prepaid Meters

BLOCK 1: 0 — 50 kwh 85cikwh

BLOCK 2: 51 - 350 kwh 110c/kwh

BLOCK 3: 351 — 600 kwh 148c/kwh
Domestic Consumers High on Prepaid Meters
BLOCK 1: 0 — 50 kwh 86¢ikwh

BLOCK 2: 51 - 350 kwh 110c/kwh

BLOCK 3: 351 — 600 kwh 148c/kwh

BLOCK 4: 601 and above 175¢tkwh
Commercial Consumers on Conventional Meters
Per kwh 98clkwh

Basic Charge R24.99 per amp per month

These tariffs are applicable in respect of all accounts rendered from 1 July 2016 irrespective of when meter readings
were taken.

Commercial Consumers on Prepaid Meters

Per kwh 179c/kwh
3. Deposits
(a) Domestic Consumers:
Electricity R1780.22
{a) All Other Consumers:

Electricity: Minimurmn deposit of R 6259.98but will be

Based on 2 months consumption.

4. Meter Reading Fees
(a) Domestic Consumers: R 101.70per reading on request

k) All Other Consumers’ 197.74 per reading

5. Testing of Meters

(a) Domestic meters: R 263.28per meter
(b) Commercial meters: R658.77 par meter

The above tariff excludes Vat.
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ELECTRICITY - STANDARD CONNECTIONS

Electricity: {Conventional & Prepaid) R7053.21 per connection.
Electricity: {Conversion to Pre-paid) R 734.47 per connection

{(The standard conversion tariff applies to indigent applicants only and the application must
Be made for a 20 amp circuit breaker or lower)

Domestic Circuit Breaker upgrades R1355.95 per change

Any other Circuit Breaker upgrades are at cost plus 10 %

ELECTRICITY - OTHER CONNECTIONS

All other electricity connections, beyond the above standard connection are at cost + 20%.
Conversion from conventional to prepaid above 20 amps is at cost + 20%.

All new electricity, water and sewerage connections are made to the boundary of the property
and not the dwelling, depending on the technical considerations.

The above tariff excludes Vat.

8. Disconnection/Reconnection and Tamper Fees
Electricity: Disconnection/Reconnection fee R 437.06
Electricity:
18t Offence R2824.90
2n Offence R3 954.86
3 Offence Prosecution.
The above tariff excludes Vat.
9. Library Membership Fees
Adults R110.19 per annum
Children (under 18) R69.47per annum
The above tariff excludes Vat.
10. Clearance Certificates and Property Valuation Certificates & Objections
(a) Issuing of Clearance Certificates R191.88 per certificate.
(b) Issuing of Property Valuation Certificates R 117.26 per certificate
(c) Lodging of Objections: R338.98per objection for Residential and Non-Residential Properties
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R&77.98per objection for Agricultural Properties

Refundable if objection is upheld

(d) Lodging of Appeals: RE47.47 per appeal for all properties. Refundable is the appeal is upheld by the
Valuations Appeals Board

The above tariff exciudes Vat.

11. Building Plan Fees

Mincr Works and Internal R169.49

Alterations not affecting the floor area.

New Buildings, erection or additions:

{a) For first 20m? R 109.61
(b) For 21m? - 502 R183.05
{c) For 51m? - 90m? R271.19
(d) For 81m? and above. R 1220.36per 10m?
or part thereof save for a 50% reduction on bone fide
farming structures utilized for farming purposes in
excess 91m2
(e) Approval in principle 30% of Building Plan Fee.
{f) Swimming Pools R248.59
{(9) Drainage charge R248.59
(h) Petrol, Diesel & Gas R259.89
(i) Temporary Buildings R169.49for each 50m? or
part thereof,
0 Pre-cast Concrete Boundary walls R 158.19
not adjacent to a road boundary
but exceeding 1,8 meters in height
shall require the submission of
an application with sketch plan.
(k) Pre-cast Concrete Boundary walls1/2% of the Value of the R122.04
adjacent to a road exceeding fence — Minimum
1,5 meters in height are subject
to the submission of application
forms and building plans.
{1) Hoarding Fees:
Deposit per frontage of 10m? or
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part thereof R2316.41
Rental per frontage of 10m® or
part thereof R 107.35

{m) Encroachments
Balconies not used for living

purposes or business purposes. R 77.97per 10m?
or part thereof.

Balconies 75% enclosed and

attached to business premises R188.70 per 10m?

and not used or part thereof

For business purposes.

Balconies used for licensed R874.12 per 10m?
business purposes. or part thereof.
Verandah's R 80.23 per annum
Servitudes and Reserves R127.69 per annum per 10m or part thereof.

12. Town Planning Fees

(a) Subdivision

- Urban {1-5 Subs) R 4797.00

- Urban (6-10 Subs) R 5308.68

- Urban (Above 10 Subs) R 6289.40

- Rural (1-5 Subs) R 6950.32

- Rural {6-10 Subs) R 8248.71

- Rural {Above 10 Subs) R 9380.80

(b) Subdivision and Consolidation R 6396.00
Consolidation R 4797.00

{c) Special Consent

- Self contained unit with advertising R 3411.20

- Self contained unit without advertising R 1385.80

- Other Applications R 4690.40
(d) Rezoning

- less than 1 ha R 4797.00

-1 ha but less than 5 ha R 5308.68

-5 ha but less than 10 ha R 6289.40
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-1
0 ha and above R 7675.20

{e) Extension of Scheme R 4797.00

Development Outside Scheme

-1hato5ha R 5223.40
-Bhato 10 ha R 5756.40
- 10 ha and above R £6289.40

(f) Alteration, Suspension and Removal of restrictive
Conditions of title or conditions of establishment R 4637.10

If an applicant for any application is responsible for the advertising, circulation and postage, the application
fee will be R 1599 plus VAT per application

{g) Closure of Roads/Open Spaces R 4903.60
(h) Amend, Phasing, or Cancellation of layouts R 4903.60
(g) Extension of scheme R 4797.00
(i) Enforcement
- Spot Fines — Any lllegal Use R 1385.80
- Thereafter per day R 666.25
{i) Spot Fine — Prohibited Use R 1385.80
- Thereafter per day R 677,98
(n) Other Fines:
- Fines as per section 75 and 89
of the PDA As per court crder
- Additional penalties in accordance with section 76: As per court order
- Section 89 Civil Penalties 10 — 100% of value

of illegal building
Construction etc.

The above tariff excludes Vat.

13. Photocopies/Plotting Charges:

March 2016
110



Copies made by scholars R 0,74
A4 Photocopy per page R 1,18
A3 Photocopy per page R 2 31
A1 G.LS. print per page R 4,57
Ad Plotting costs R 10, 34
A3 Plotting costs R 3412
A2 Plotting cosis R 51.02
A1 Plotting costs R 90,68
A0 Plotling costs R 188.44
AC+Plotting costs R 198.87
CD Plotting costs R 7571
Digital Copies R 42,37
Wide format Photocopying/plotting Charges
AQ size R36,72
A1 size R25,42
A2 size R14,12
A3 size R1,98
CD Plotting R59.32

The above tariff excludes Vat

14. Landfill Site Tariffs

1.

The tariff for the disposal of refuse at the Curry's Post Landfill Site;-

a) General domestic refuse, inert trade refuse, per 250kg or part thereof. R42.49

b) Mixed refuse (garden, domestic, trade refuse, including builder's rubble) R42.49
per 250kg or part thereof.

¢) Industrial sludges, subject to agreement and approval by the Landfill R183.18
Manager per 250kg or part thereof.

d) Builder's rubble and excavated material per 250kg or part thereof; R13,87

e) Bulk food waste and condemned food per 250kg or part thereof; R39.63

f) Garden refuse, per 250kg or part thereof; R13,87

g) Finely divided excavated material with the maximum stone content of 10% R6.39
And maximum stone size of 100mm per 250kg or part thereof,

h) Sawdust and woodwaste, per 250kg or part thereof; R64.73
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Provided that no charge shall be payable for the disposal of :-
i, Garden refuse by bona fide households where such refuse is conveyed R0.00
Motor cars, trailers with a normal capacity not greater than 0.5 tonne and
Light delivery vehicles with a normal capacity not greater than 1 tonne and
Deposited in the garden refuse containers.
ii. Builder’s rubble by bona fide householders and casual builders where such R0.00
Rubble is conveyed in vehicles with a nominal capacity not greater than 1
Tonne and depaosited in the demarcated area on the Landfill site.
ffi, Garden refuse by bona fide householders where such refuse is conveyed  R0.00
In vehicles with a normal capacity not greater than 1 tonne and deposited
In the demarcated area on the Landfill site.
iv.  Soil, ash and sand which the Landfill Site Manager has agreed in advance R0.00
Is suitable cover material, delivered in trucks of minimum 5 tonne capacity
2. Tariff for the voluntary weighing of vehicles (per vehicle). R35.07
3. That parking of a vehicle, trailer or container be not more than 8 hours at the R388.53
Curry's Post Landfill Site, or on the road reserve adjacent to the site for each 8
Hour period (per unit).
4, Building Rubble: deposit payable when submitting a building plan for approval  R1,306.35
And refundable upon proof of disposal on the Landfill site.
5. llegal dumping: a collection and disposal fee per 1.75m3 container load for R1289.51
Refuse or rubble dumped on a road verge in front or next to a property.
6. Florescent tubes — complete tubes to be deposited in specialised containers 'R84.10

Located in the recycling area. Per 250kg or part thereof.

15. Hall Hire Charges:
HOWICK WEST HALL

1. Profit-making / commercial functions such as Banquet, Theatre and the likes:

TARIFFS

(a) MAIN HALL
Charge per 5 hour session;
R 2398.50
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Deposil: R 2398.50
TOTAL R 4797.00
TARIFFS
(b) Side Hall R 1193.92
Charge per 5 hour session:
Deposit: R 1812.20
TOTAL R 3006.12
TARIFFS
© Main and Side Hall R 2398.50
Charge per 5 hour session:
Deposit: R 2398.50
TOTAL: R 4797.00
2. For activities relating to Elections:
TARIFFS
(a) Main Hall
Charge per 5 hour séssion:
R 2398.50
Deposit; R 23988.50
TOTAL: R 4797.00
TARIFFS
{b) Side Hall R 1193.92
Charge per 5 hour session:
Deposit; R 1812.20
TOTAL R3006.12
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TARIFFS

{c) Main and Side Hall R 2398.50

Charge per 5 hour session:

Deposit: R 23988.50

TOTAL: R 4797.00

3. Fundraising, sporting, religious, political and cultural, and education functions:
Preparation Time R451.98 per session

TARIFFS
(a) Main Hall R 1193.92
Charge per 5 hour session:
Deposit: R 11983.92
TOTAL: R 2387.84
TARIFFS
(b) Side Hall R 724.88
Charge per hour session:
Deposit: R 724.88
TOTAL: R 1449.76
TARIFFS
{c) Main and Side Hall R 1812.20
Charge per 5 hour sessicn;
Deposit: R 1812.20
TOTAL: R 3624.40

4. Social functions such as Weddings, Receptions, Parties, Choir performance and the likes:
Preparation Time R451.98per session
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TARIFFS

{a) Main Hall R 1812.20
Charge per 5 hour session:
Deposit: R 1812.20
TOTAL: R 3624.40
TARIFFS
{b) Side Hall R 1300.52
Charge per 5 hour session:
Deposit: R 1705.60
TOTAL R 3006.12
TARIFFS
(c) Main and Side Hall R 1865.50
Charge per 5 hour session:
Deposit: R 1865.50
TOTAL: R 3731.00
HILTON HALL

1. Profit-making / commercial functions such as Banquets, Theatre and the likes:
Preparation time R282.49per session

TARIFFS

(a) Main Hall R 1865.50
Charge per 5 hour session:

Deposit: R 1865.50

TOTAL: R 3731.00

TARIFFS

(b} Verandah only R 1193.92
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Charge per 5 hour session:

Deposit: R 1865.50
TOTAL R 3058.42
TARIFFS
(c} Main Hall and Verandah R 1193.92
Charge per 5 hour session
Deposit: R 1865.50
TOTAL: R 3059.42
2. For activities relating to Elections:
TARIFFS
(a) Main Hall R 1812.20
Charge per 5 hour session; R 1812.20
Deposit:
| TOTAL: R 3624.40
TARIFFS
{a) Verandah only R1193.92
Charge per 5 hour session:
Deposit; R 1812.20
TOTAL: R3006.12
TARIFFS
© Main Hall and Verandah R 2707.64
Charge per 5 hour session:
Deposit: R 2707.64
TOTAL: R 5415.28
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3. Fundraising, sporting, religious, political and cultural, and education functions:
Preparations time R338.99 per session

TARIFFS
(3) Main Hall R703.56
Charge per 5 hour session:
Deposit; R703.56
TOTAL: R 1407.12
TARIFFS
(b} Verandah only R 703.56
Charge per 5 hour session:
Deposit: R 703.56
TOTAL: R 1407.12
TARIFFS
{(c) Main Hall and Veerandah R 1193.92
Charge per 5 hour session:
Deposit: R 1183.92
TOTAL: R 2387.84

4. Social functions such as Weddings, Receptions, Parties, Choir Performances and the likes:
Preparation time R 225.99 per session

TARIFFS

{a) Main Hall R 1812.20
Charge per 5 hour session:

Deposit: R 1812.20

TOTAL: R 3624.40

TARIFFS
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{b) Verandah only R 703.56
Charge per 5 hour session:
Deposit: R 1812.20
TOTAL: R 2515.76
TARIFFS
{c) Main Hall and Verandah R 1812.20
Charge per 5 hour session:
Deposit: R 1812.20
TOTAL: R 3624.40

MPOPHOMENI HALL AND YOUTH THEATRE

1. Profit-making / commercial functions such as Banquets, Theatre and the likes:

TARIFFS
(a) Main Hall R 1279.20
Charge per hour session:
Deposit: R 1279.20
TOTAL: R2558.40
2. For activities relating to elections:
TARIFFS
(a) Main Hall R1279.20
Charge per 5 hour session:
Deposit: R1279.20
TOTAL: R2558.40
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3. Fundraising, sporting, refigious, political and cultural, and educational functions:

TARIFFS
(a) Main Hall R 746.20
Charge per 5 hour session:
Deposit: R 1279.20
TOTAL: R 2025.40

4, Sacial functions such as Weddings, Receptions, Parties, Choir Performances and the likes:
Preparation time R225.99per session

TARIFFS

(a) Main Hall R 1279.20
Charge per 5 hour session:

Deposit: R 1279.20

TOTAL: R 2558.40

HOWICK SOUTH HALL

1. Profit-making / commercial functions such as Banquets, Theatre and the likes:

TARIFFS
(b) Main Hall R 746.20
Charge per 5 hour session:
Deposit: R 746.20
TOTAL: R 1492.40

2. For activities refating to Elections:
Preparation time R113.00 per session

PROPOSED TARIFFS

{a)} Main Hall R 621.48
Charge per 5 hour session:
Deposit: R 621.48
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TOTAL:

R 1242.96

3. Fundraising, sporiing, religious, political and cultural, and educational functions;
Preparation time R113.00per session

TARIFFS

{a2) Main Hall R 621.48
Charge per 5 hour session:

Deposit: R 621.48

TOTAL: R1242.96

4. Social functions such as Weddings, Receptions, Parties, Choir Performances and the likes:
Preparation time R225.99 per session

TARIFFS

{a} Main Hall R 621.48
Charge per 5 hour session:

Deposit; R 621.48

TOTAL: R 1242.96

KWA-MEVANA HALL

5. Profit-making / commercial functions such as Banquets, Theatre and the likes:

TARIFFS
(b) Main Hall R 1279.20
Charge per hour session:
Deposit: R 12792.20
TOTAL: R 2558.40
6. For activities relating to elections:
TARIFFS
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(b) Main Hall R1279.20
Charge per 5 hour session:
Deposit: R1279.20
TOTAL: R2558.40

7. Fundraising, sporting, religious, political and cultural, and educational functions:

TARIFFS
{b) Main Hall R 746.20
Charge per 5 hour session
Deposit: R 1279.20
TOTAL: R 2025.40

8. Social functions such as Weddings, Receptions, Parties, Choir Performances and the likes:
Preparation time R282.49 per session

TARIFF3

(c) Main Hall R 1279.20
Charge per 5 hour session:

Deposit: R 1279.20

TOTAL: R 2558.40

LIDGETON HALL

9. Profit-making / commercial functions such as Banquets, Theatre and the likes:

TARIFFS

(c) Main Hall R 1279.20
Charge per hour session:

Deposit: R 1279.20

TOTAL: R 2558.40

March 2016




10. For activities relating to elections:

TARIFFS

{c) Main Hall R 1279.20
Charge per 5 hour session:

Deposit: R 1279.20

TOTAL: R 2558.40

11. Fundraising, sporting, religious, political and cultural, and educational functions:

TARIFFS

R 746.20
Deposit: R 12792.20
TOTAL: R 2025.40

12. Social functions such as Weddings, Receptions, Parties, Choir Performances and the likes:
Preparation time R282.49 per session

TARIFFS
{d) Main Hall R 1279.20
Charge per 5 hour session:
Deposit: R 1279.20
TOTAL: R 2558.40

13. Fees for the use of the Dorris Robbins Room at the Howick Library:
(a) Promotion of culture i.e. Book discussions, art evaluation or educational

instruction

(b) Religious services and charitable institutions

(c) Commercial undertakings

These fees are per session. Morning session 8am to 12 noon and afternoon session 1pm to 5 pm

Free

R 225.99 per session
R395.49 per session

NOTE: (i) Functicns of Provincial and National acclaimed artists are NOT covered on these tariffs as
written reguests will have to be made to the Municipality.
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(i) A cancellation fee of 15% of the hire charge will be applicable should the booking be

cancelled one month before the event. Should a request for cancellation be received at any
time 2 weeks prior to the date of the event, the hire charge or deposit will be forfeited.

16. Animal Pound Charges
(a) Transport of animal by LDV or Truck - R5,85 per Kilometer per animal
(b) Veterinary Services rendered - Cost plus 10%

{c) Pound Fees/Holding Fees - Large Animals e.g. Cattle R101.70 per day

- Small Animals e.g. Sheep R67.80 per day
{d) Administration Fee - R191.88 per animal

17. ulMingeni Municipality Sports Complex

Field 1
Ad-hoc day Activities Deposit = R1812.20
Charge = R 28249
Ad-hoc Night Activities Deposit = R1812.20
Charge = R 45198/
Season Bookings Day Deposit = R2942.16
Chargep/day = R 101.70
Season Booking Night Deposit = R2942.16/Season
Charge p/night = R 248.38/hr
2 Field 2
Ad —hog Day Deposit = R1812.20
Charge = R 101.70
Ad-hoc Night Deposit = R1812.20
Charge = R 101.70/hr
Season Booking Day Deposit = R2942.16/3eason
Charge = R 56,50/Day
Season Booking Night Deposit = R2942.16/Season
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Charge = R 79.10/r

3. Indoor Centre
Ad-hoc (Lights Day & Night Deposit = R1812.20
Charge = R 181.22/hr
Season Booking Deposit = R2942.16
Charge = R 181.22hr
4, Bar and Restaurant
Electricity = As metered
Water = As metered
Lease = As per Bid
Deposit = R9604.66/year
Maintenance = Clean entire grand stand facility
Admin responsibility = Report to Municipality on users monthly
5. Gym
Electricity = As metered
Water = As metered
Lease = As per Bid
Deposit = R9604.66/year
Maintenance = Clean entire Indoor Centre
Admin Responsibilities = Report to Municipality on users monthly

18. Ranking and Transport Permit Fees
1.1 Minibus Taxi
R 270 .00 per annum plus R50.00 Appflication fee non refundable

1.2 Buses (GYM greater than 3500kg)
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i}'

R150.00 per annum plus R50.00 application non refundable
1.3 Meterad Taxi (Less than 5 seats)

8150.00 per annum plus R50.00 application fee non refundable
1.4 Tour and Transport Vehiclas

R250.00 per annum plus R 50 application fee non refundable
1.5 Scholar Transport Vehicles

R 250.00 per annum plus R50.00 application non refundable
1.6 Lost and Renewal

50% of initial fee plus R50.00 application fee non refundable
1.7 Replacement permit R300.00

Interest on all arrear accounts will be charged at the rate of 1% per month and any part of a month shall be considered
as a full month.

The date on which this notice will be first displayed on the municipal notice board is 01 July 2018.

These tariffs will come into operation on 1 July 2016.

Mr G Gumbi Masilela

Acting Municipal Manager

uMngeni Municipality

POBox5

HOWICK

3200
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ASSESSMENT OF GENERAL RATESFOR 2016/ 2017

MUNICIPAL NOTICENO:

ASSESSMENT OF GENERAL RATESFOR 2016/ 2017

Notice is hereby given in terms of Section 14 of the Local Government: Municipal Property
Rates Act No 6 of 2004, that by Resolution taken on ............... the Council of uMngeni
Municipality has resolved to determine the rates payable on all ratable property within the area
of uMngeni Municipality for the financial year 1 July 2016 to 30 June 2017 at 1.35 cents in the
rand on the market value of the property as stated in the valuation roll.

All rebates and exemptions are contained in the Rates Policy and may in certain instances be
applied to the rate as assessed above.

General:

1.

2,
3.

o

Rates will be payable monthly in twelve (12) equal installments with the first installment
payable on 30 August 2016 and the last installment payable on the 31 July 2017,

The date on which the determination of rates came into operation is 01 July 2016.

Any rates remaining unpaid for a period longer than 3 months will be subject to fegal action
to be instituted to recover the arrear amount.

Any rates that are not paid on the due date will be subject to interest at the rate of 1% per
month or part thereo.

A collection fee of 10% will be raised on the amount outstanding on 28 February 2017.
The date on which the notice was first displayed on the Municipal Notice Board is 01 July
2016,

This notice is also available on uMngeni Municipality's website www.umngeni.gov.za

MRS G GUMBI MASILELA
ACTING MUNICIPAL MANAGER
PO BOX5

HOWICK, 3290
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2.14 Acting Municipal manager’s quality ceriificate

" PO Box 5
‘gixg?*?%’%m 32%0
o BB Howick, South Africa

Tel: +27 {33) 237 9200

Fax: +27 [33) 330 4183

Email: manager@umngeni.gov.za
Website: www umngeni.gov.za

GFFICE OF THE ACTING MUN[CIPAL MANAGER

Quality Ceilificate

I, Gabi Gumbi-Masilela, Acting Municipal Manager of uMngeni Municipdlity, hereby
certify that the draft annual budget and supporting documentation have been
prepared in accordance with the Municipal Finance Management Act and the
regulations made under the Act, and that the annual budget and supporiing
documents are consistent with the Integrated Development Plan of the Municipadlity.

PRINT NAME GABI GUMBL MASILELA
ACTING MUNICIPAL MANAGER OF UMNGENI MUNICIPALITY (KZN222)
SIGNATURE @‘—/ |
DATE 30 MARCH 2016
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PO Box 5
32%0
Howick, South Africa

uMngeni Municipality T Tel: 427 (33) 239 9266
Fax: 033-3304183

Email: monager@umngeni.gov.za

Website: www.umngeni.gov.za

OurRef.. e
YourRef.: ..o,
Date:

Office of the Municipal Manager

COUNCIL COMMITTEE MEETING HELD ON WEDNESDAY 30 MARCH 2016 AT
09:00AM IN UMNGENI MUNICIPALITY COUNCIL CHAMBER.

C.0316.46  TABLING OF 2016/17, 2017/18 AND 2018/19 DRAFT BUDGET
On a proposal moved by the Mayor, Councillor MP Myeni, supported by Counc;llor SK
Pillay, it was

RESOLVED
1. Council takes note of the compilation of the 2016/17, 2017/18 and 2018/19 Budget.
2. That (1) one Imbizo be done on the 15" April 20186.

Certified true extract of the minutes of the meeting

Signed %

Mrs G. Gumbi-Masilela
Acting Municipal Manager

nent. Infhuthiko Kubantu







